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Introduction

The Internal Revenue Bulletin is the authoritative instrument
of the Commissioner of Internal Revenue for announcing offi-
cial rulings and procedures of the Internal Revenue Service
and for publishing Treasury Decisions, Executive Orders, Tax
Conventions, legislation, court decisions, and other items of
general interest. It is published weekly and may be obtained
from the Superintendent of Documents on a subscription
basis. Bulletin contents are consolidated semiannually into
Cumulative Bulletins, which are sold on a single-copy basis.

It is the policy of the Service to publish in the Bulletin all sub-
stantive rulings necessary to promote a uniform application
of the tax laws, including all rulings that supersede, revoke,
modify, or amend any of those previously published in the
Bulletin. All published rulings apply retroactively unless other-
wise indicated. Procedures relating solely to matters of in-
ternal management are not published; however, statements
of internal practices and procedures that affect the rights
and duties of taxpayers are published.

Revenue rulings represent the conclusions of the Service on
the application of the law to the pivotal facts stated in the
revenue ruling. In those based on positions taken in rulings
to taxpayers or technical advice to Service field offices,
identifying details and information of a confidential nature
are deleted to prevent unwarranted invasions of privacy and
to comply with statutory requirements.

Rulings and procedures reported in the Bulletin do not have
the force and effect of Treasury Department Regulations,
but they may be used as precedents. Unpublished rulings
will not be relied on, used, or cited as precedents by Service
personnel in the disposition of other cases. In applying pub-
lished rulings and procedures, the effect of subsequent leg-
islation, regulations, court decisions, rulings, and proce-

and by applying the tax law with integrity and fairness to
all.

dures must be considered, and Service personnel and oth-
ers concerned are cautioned against reaching the same con-
clusions in other cases unless the facts and circumstances
are substantially the same.

The Bulletin is divided into four parts as follows:

Part .—1986 Code.
This part includes rulings and decisions based on provisions
of the Internal Revenue Code of 1986.

Part Il.—Treaties and Tax Legislation.

This part is divided into two subparts as follows: Subpart A,
Tax Conventions, and Subpart B, Legislation and Related
Committee Reports.

Part lll.—Administrative, Procedural, and Miscellaneous.
To the extent practicable, pertinent cross references to
these subjects are contained in the other Parts and Sub-
parts. Also included in this part are Bank Secrecy Act Admin-
istrative Rulings. Bank Secrecy Act Administrative Rulings
are issued by the Department of the Treasury’s Office of the
Assistant Secretary (Enforcement).

Part IV.—Items of General Interest.
This part includes notices of proposed rulemakings, disbar-
ment and suspension lists, and announcements.

The first Bulletin for each month includes a cumulative index
for the matters published during the preceding months.
These monthly indexes are cumulated on a semiannual basis,
and are published in the first Bulletin of the succeeding semi-
annual period, respectively.

The contents of this publication are not copyrighted and may be reprinted freely. A citation of the Internal Revenue Bulletin as the source would be appropriate.

For sale by the Superintendent of Documents, U.S. Government Printing Office, Washington, DC 20402.
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Part I. Rulings and Decisions Under the Internal Revenue Code of 1986

Section 165.—Losses for contingent payments based on an evelitthe reset event occurs, the interest rate
that will occur (or not occur) with a proba-doubles to 11.4 percent, compounded quar-
26 CFR 1.165-1: Losses. See Rev. Rul. 2000-12, bility of 50 percent on December 1, 1993erly. If the reset event does not occur, the

page 744. (the reset event). The reset event does rinterest rate is reset at zero.
depend on actively traded personal prop- Note 4 has the same terms as Note 3
erty. If the reset event occurs, the interesixcept that the consequences of the con-
Section 1275.—Other rate doubles to 11.8 percent, compoundédthgency are reverged. Thus, if_ the reset
Definitions and Special Rules qua_rterly. If the reset event does not occuevent occurs, the interest rate is reset at
the interest rate is reset at zero. zero. If the reset event does not occur, the
26 CFR 1.1275-2: Special rules relating to debt Note 2 has the same terms as Noteifterest rate doubles to 11.4 percent, com-
instruments. (Also section 165; 1.165-1.) except that the consequences of the copeunded quarterly.
26 CFR 1.1275-6: Integration of qualifying debt tingency are reverged. Thus, if_ the reset At the time the notes are purcha_sed,
instruments. event occurs, the interest rate is reset bhased upon the structure of the notes, it can

zero. If the reset event does not occur, thee expected that, as a result of the reset, one
Treatment of certain debt acquisi- interest rate doubles to 11.8 percent, commote will increase significantly in value and

tions. This ruling addresses three situapounded quarterly. the other note will decrease in value by the
tions in which a taxpayer acquires two At the time the notes are purchasedsame amount. The expected tax loss on the
debt instruments that are structured sgased upon the structure of the notes, it caote that decreases in value significantly
that it is expected that the value of onge expected that, as a result of the reset, omeceeds any reasonably expected economic
will increase significantly at the samenote will increase significantly in value andoss on the two notes.
time that the value of the other one dethe other note will decrease in value by the On December 1, 1998, the reset event
creases significantly, and holds that iRame amount. The expected tax loss on tHees not occur. Thus, on that date, the in-
each situation the taxpayer cannot recogmpte that decreases in value significantlterest rate on Note 3 is reset at zero, and the
nize the claimed loss on the sale of thexceeds any reasonably expected econonniterest rate on Note 4 doubles to 11.4 per-
debt instrument that decreases in valugss on the two notes. cent, compounded quarterly. As a result of
while not recognizing the gain on the On December 1, 1993, the reset evetite reset, the fair market value of Note 4 in-
other debt instrument. does not occur. Thus, on that date, the itreases significantly because of the dou-

terest rate on Note 1 is reset at zero, afuding of its interest rate, and the fair market
Rev. Rul. 2000-12 the interest rate on Note 2 doubles to 11\alue of Note 3 decreases by the same
ISSUE percent, compounded quarterly. As a reamount. On December 2, 19985sells

sult of the reset, the fair market value oNote 3 for its fair market value and claims a

Under the circumstances describedlote 2 increases significantly because dbss.

below, if a taxpayer acquires two debt inthe doubling of its interest rate, and the .
struments that are structured so that it is efair market value of Note 1 decreases by'tuation 3
pected that the value of one will increasethe same amount. On December 2, 1993,7is a corporation that files returns on a
significantly at the same time that the valuX sells Note 1 for its fair market value anctalendar—year basis. On September 1,
of the other one decreases significantly, carlaims a loss. 1998,Z purchases two privately-placed

the taxpayer recognize a current loss onthe ;
sale of the debt instrument that decreasesfuation 2 debt instruments, Note 5 and Note 6, from
unrelated issuers.

value while not recoggizing the gain onthe v g 5 corporation that files returns on a Note 5 is purchased for $1,000,000.
other debt instrument: calendar-year basis. On September Note 5 has a 10-year term and a stated prin-

FACTS 1998, Y purchases two privately-placedcipal amount of $1,000,000. It provides for
debt instruments, Note 3 and Note 4, fromuarterly interest payments, beginning on
Situation 1 unrelated issuers for $1,000,000 each. December 1, 1998. The interest rate for the

) . ) Note 3 has a 10-year term and a statdiist quarter is 5.7 percent, compounded
Xis a corporation that files returns on &y cinal amount of $1,000,000. It pro-quarterly. Note 5 provides for contingent
calendar-year basis. On September Lijeq for quarterly interest payments, bepayments based on an event that will occur

1993, X purchases two privately-placedyinning on December 1, 1998. The interegor not occur) with a probability of 50 per-
debt instruments, Note 1 and Note 2, froMlye for the first quarter is 5.7 percent, comeent on December 1, 1998 (the reset event).
unrelated issuers for $1,000,000 each. o ,nded quarterly. Note 3 provides foffhe reset event does not depend on actively
Note 1 has a 10-year term and a stateghtingent payments based on an event theaded personal property. If the reset event
principal amount of $1,000,000. It Pro<iy oecur (or not occur) with a probability occurs, the interest rate doubles to 11.4 per-
vides for quarterly interest payments, b€5¢ 50 percent on December 1, 1998 (theent, compounded quarterly. If the reset
ginning on December 1, 1993. The intelreset event). The reset event does not devent does not occur, the interest rate is

est rate for the first quarter is 5.9 percenfiony on actively traded personal propertyeset at zero.
compounded quarterly. Note 1 provides
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Note 6 is purchased for $615,000is not allowable.See ACM Partnership v. or a variable rate debt instrument that
Note 6 has a 20-year term and a state@ommissiongrl57 F.3d 231, 252 {Xir. pays interest at a qualified floating rate.
principal amount of $615,000. It providesl998) (“Tax losses such as these ... whidlvhen § 1.1275-6 applies, the combined
for quarterly interest payments beginninglo not correspond to any actual economicash flows of the qualifying debt instru-
on December 1, 1998. The interest ratesses, do not constitute the type of ‘bonment and the § 1.1275-6 hedge generally
on Note 6 for the first quarter is set at 3fide’ losses that are deductible under thare treated as a synthetic debt instrument
month LIBOR. If the reset event occurs|nternal Revenue Code and regulations.”for all federal income tax purposes. The
the interest rate is reset at zero. |If theert. denied526 U.S. 1017 (19998cully purpose of § 1.1275-6 is to permit a more
reset event does not occur, the interest United Statgs840 F.2d 478, 486 (7 appropriate determination of the character
rate doubles to 200 percent of 3-montiCir. 1988) (to be deductible, a loss musand timing of income, deductions, gains,
LIBOR, adjusted quarterly. be a “genuine economic loss"ghoen- or losses than would be achieved by sepa-

At the time the notes are purchasedyerg v. Commissiongi77 F.2d 446, 448 rate treatment of the components. Section
based upon the structure of the notes, (8" Cir. 1935) (to be deductible, a lossl.1275-6 generally applies to qualifying
can be expected that, as a result of theust be “actual and real"fert. denied debt instruments issued on or after August
reset, the value of one note will increas296 U.S. 586 (1935). 13, 1996.
significantly and the value of the other The courts similarly have disallowed Under § 1.1275-6(b)(1), a contingent
note will decrease significantly. The exdosses from option-straddle transactionpayment debt instrument (CPDI) that is
pected tax loss on the note that decreasimt were found to be devoid of economigssued for cash is a qualifying debt instru-
in value significantly exceeds any reasorsubstance. The option-straddle transament. Under § 1.1275-6(b)(2)(i), a §
ably expected economic loss on the twtions were prearranged to generate a 104s1275-6 hedge is any financial instru-
notes. for tax purposes while deferring an offsetment (including a debt instrument) if the

On December 1, 1998, the reset eveting gain. Even though the relevant tradesombined cash flows of the financial in-
does not occur. Thus, on that date, the imay have taken place, the loss deductistrument and the qualifying debt instru-
terest rate on Note 5 is reset at zero, amthimed was not allowed because no trument permit the calculation of a yield to
the interest rate on Note 6 doubles to 20@ss had occurredLerman v. Commis- maturity (under the principles of § 1272)
percent of 3-month LIBOR, adjustedsioner, 939 F.2d 44, 52 @3Cir. 1991), or the right to the combined cash flows
qguarterly. As a result, the fair marketert. denied 502 U.S. 984 (1991), andwould qualify under § 1.1275-5 as a vari-
value of Note 6 increases significantly beKeane v. Commissione865 F.2d 1088, able rate debt instrument that pays interest
cause of the doubling of its interest ratel092 (9" Cir. 1989),aff’g Glass v. Com- at a qualified floating rate or rates (except
and the fair market value of Note 5 demissioney87 T.C. 1087 (1986). for the requirement that the interest pay-
creases significantly. On December 2, The sale of Note 1 iSituation 1does ments be stated as interest)(fixed-or-float-
1998, Z sells Note 5 for its fair market not produce an allowable loss under fhg requirement).
value and claims a loss. 165. WhenX sells Note 1 before its ma- Section 1.1275-6(b)(2)(ii)(B) provides
turity date but retains Note X does not that a debt instrument can be a § 1.1275-6
realize an actual economic loss becausedge only if it is issued substantially
the purported loss on the sale of Note 1 isontemporaneously with, and has the
substantially offset by the unrealized gaisame maturity (including rights to accel-

Section 165(a) of the Internal Revenué Note 2. Such an artificial loss is not alerate or delay payments) as, the qualify-
Code provides that there shall be allowelbwable for federal income tax purposes.ing debt instrument.
as a deduction any loss sustained durin ) Section 1.1275-6(c)(2) grants the
the taxable year and not compensated fotuation 2 Commissioner authority to integrate a
by insurance or otherwise. Section ggactions 1271 through 1275, and thgualifying debt instrument that is a CPDI
1.165-1(b) of the Income Tax RegUIa'regulations thereunder, provide rules fopith a § 1.1275-6 hedge if the combined
tions provides, in addition, that for a 10S$e taxation of holders of debt instru£ash flows are substantially the same as
to be aII_owabIe as a _deductlon under ?nents, including debt instruments tha_?'ther of_the cash fl(_)ws necessary to sat-
165(a), it must be ewden_ced b)_/ Closeﬂrovide for one or more contingent paylsfy the flxed-or-ﬂoatlng requirement of §
_and _c_ompleted transactions, flxed_ bYnents. These rules generally requir\]—:'1275__6(b)(2)(')' This rule allows th_e
|den_t|f|able events, and actually SUSta'_”eHolders of debt instruments to accru(g_:or_nmlssmner to prevent the potential
during the taxabl_e year. SeCt'Orbriginal issue discount (OID) using thetln_wlng_;; and Characte_r mismatches that
1_.165—1(t?) also provides that only a bonEOnstant—yieId method. Note 3 and Not@'ise if the CPDI and its hedge are treated
fide loss is allowable and that sgbstancg are subject to the OID rules because ﬂﬁgparajtely. _
and_ not mere fqrm shall govern in detery ytag provide for contingent payments. Sectl(_)n 1.1275—6(d_)(2) provides rules
mining a deductible loss. Section 1.1275-6 generally provideéor legging out of an integrated transac-

The courts have held that a Ios_s is akyr the integration of a “qualifying debt tion. Section 1.1275—5((_1)(2)(|)(B) sets
lowable as a dedu<_:t|_on for fede_zral INCOME,strument” with a “§ 1.1275-6 hedge” ifo_ut the rules for _determlmng _vvh_en a leg-
tax purposes only if |'_c is bona fide and reghe combined cash flows of the compoding out occurs |f_th_e Comm|§3|0ner has
fle(_:t_s_actual economic consequences. Atents are substantially equivalent to thl:_ntegrate_d a q_uallfymg debt instrument
artificial loss lacking economic substance.,qh flows on a fixed rate debt instrumer@Nd @ financial instrument under §

LAW AND ANALYSIS

Situation 1
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1.1275-6(c)(2). Under those rules, thé result is unreasonable only if there igegulations as necessary or appropriate
taxpayer legs out of the integrated transn expected substantial effect on th& prevent this unreasonable result.
action if, prior to the maturity of the syn-present value of a taxpayer’s tax liabil- In this case, the Commissioner de-
thetic debt instrument, the requirementgy. parts from the literal requirements of the
for Commissioner integration under 8§ A principal purpose of 88 1271integration rules by integrating the two
1.1275-6(c)(2) are no longer met. Sedhrough 1275 and related sections of theotes before Note 5 is sold. Upon the
tion 1.1275-6(d)(2)(ii) provides that if theCode is to tax holders of debt instrusale of Note 57 is treated as legging out
taxpayer legs out of an integrated transacients according to economic income asf an integrated transaction under §
tion, then the taxpayer is treated as sellingetermined by the constant-yieldl.1275-6(d)(2)(ii). Under the legging
or otherwise terminating the synthetianethod. These provisions ensure thaut rules of § 1.1275-6(d)(2)(ii), imme-
debt instrument, immediately before legthe holder of a debt instrument cannadiately before Note 5 is sold,is treated
ging out, for its fair market value and re-artificially avoid, defer, or offset timely as disposing of the synthetic debt instru-
alizing and recognizing at that time anyecognition of the economic incomement for its fair market value, and
resulting income, deduction, gain, or lossfrom the debt instrument. must realize and recognize at that time
In Situation 2 unlike Situation 1 the In Situation 3 the notes are issued afteany gain or loss on the deemed disposi-
notes are issued after the effective datbe effective dates of the integration ruleon. As a resultZ cannot recognize the
of the integration rules of § 1.1275-60f § 1.1275-6 and the anti-abuse rule of @aimed loss on the sale of Note 5 while
and qualify for integration by the Com-1.1275-2(g). But for the anti-abuse rulenot recognizing the gain on Note 6.
missioner under 8§ 1.1275-6(c)(2). Irthere are two reasons why the integration
this case, the Commissioner integratesiles would not apply. First, it cannot bd1OLDING
the notes under § 1.1275-6(c)(2) as afetermined at the time of issuance |4 o5ch situation the taxpayer cannot
the issue date. Upon the sale of Note 8yhether the combined cash flows will bq'ecognize the claimed loss on the sale of
the requirements for Commissioner intesubstantially the same as either of thg,o dept instrument that decreases in
gration under § 1.1275-6(c)(2) are neash flows necessary to satisfy the fixed;5,e while not recognizing the gain on
longer met. ThereforeY is treated as or-floating requirement  of the other debt instrument.
legging out of the integrated transactiol.1275-6(b)(2)(i). Second, the notes |, sityation 1 the loss on the sale of
under § 1.1275-6(d)(2)(ii). have different maturities and, thus, theyste 1 is not allowed under § 165.
Under the legging out rules of 8do not meet the same-maturity limitation |, sityation 2 the integration rule of
1.1275-6(d)(2)(ii), immediately beforeof § 1.1275-6(b)(2)(ii)(B). § 1.1275-6(c)(2) applies. The Commis-
Note 3 is sold)Y is treated as disposing If the structure of the transaction wergj;ner integrates the notes as of the issue
of the synthetic debt instrument for itsespected for federal income tax purgaie. Upon the sale of Note $,is
fair market value, and must realize poses,Z would be able to recognize theyaated as legging out of the integrated
and recognize at that time any gain oclaimed loss upon the sale of Note 5 evepansaction. Accordingly is treated as
loss on the deemed disposition. As a reéhough it could be expected, whgrpur- disposing of the synthetic debt instru-
sult, Y cannot recognize the claimed losghased the two notes, that, as a result gfant at its fair market value immedi-
on the sale of Note 3 while not recognizthe reset, one note would increase signif}itmy before the sale.
ing the gain on Note 4. cantly in value and the other note would | situation 3 the anti-abuse rule of §

decrease significantly in value. The €X1.1275-2(g) applies. The Commis-

pected tax loss on the note that decreéasgger integrates the notes before Note 5
Under § 1.1275-2(g), if a principal pur-" value significantly exceeds any reasong go|q.  Upon the sale of Note B,is
pose in structuring a debt instrument oRPlY expected economic loss on the Weateqd as legging out of the integrated
engaging in a transaction is to achieve 20t€S. ~ Essentially, purchased a seriesy anqaction. AccordinglyZ is treated as
result that is unreasonable in light of th@f cash flows that, absent the applicatiogjsposing of the synthetic debt instru-
purposes of 8§ 163(e), 1271 througRf the anti-abuse rule of § 1.1275-2(9) (Ofyent at its fair market value immedi-
1275, or any related section of the Coded 165 principles), would produce an artinte|y pefore the sale.
the Commissioner can apply or deparffc'al loss immediately after the reset.
from the regulations under the applicable 'NiS result is unreasonable in light of
sections as necessary or appropriate {Ble purposes :)f tzedOI_D rulets.tThe OIMRAFTING INFORMATION
: - riles were intended, in part, to ensure o _
achieve a reaso_nable resu_lt. Sectmrﬁ‘at the holder of a debt irs]strument can- The principal authors of this revenue
1.1275-2(g) applies to debt instrumentd? - i ;
: not artificiall d. def tfset ruling are Charles W. Culmer and
issued on or after August 13, 1996. y avolid, defer, or orise e - :
. 1= imel iti f th ..« Christina A. Morrison of the Office of As-
Section 1.1275-2(g)(2) provides thaf!Mely recognition of the economic in

whether a result is unreasonable is detef®Me from the debt instrument. In thigpistant Chief Counsel (Financial Institu-

- - ase, the transaction is structured to g&9ns and Products). For further informa-
mined based on all the facts and circunt: fion regarding this revenue ruling contact

stances. A significant fact is whether thd€at this purpose by creating an artificia

treatment of %he debt instrument is exloss immediately after the reset. SectiolIr- Culmer on (202) 622-3950 or Ms.
1k 1275-2(g) authorizes the CommisMorrison on (202) 622-3960 (not a toll-
sioner to apply or depart from the oipfree call).

Situation 3

pected to have a substantial effect on t
issuer’s or a holder’s U.S. tax liability.
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Section 6011.—General Management and Budget under controjear for which the taxpayer’s Federal in-
Requirement of Return, number 1545-1685. Responses to theseme tax liability is affected by its partici-
Statement. or List collections of information are mandatory.pation in the reportable transaction. In ad-
An agency may not conduct or sponsofgition, a copy of the disclosure statement
26 CFR 1.6011-4T: Requirements of statement ~ and a person is not required to respond tBjust be sent to the IRS in Washington, DC
disclosing participation in certain transactions by 5 collection of information unless the colfor the first taxable year for which the
corporate taxpayers (Temporary). lection of information displays a valid transaction is disclosed on the taxpayer’s
OMB control number. Federal income tax return. The temporary
T.D. 8877 For further information concerning thesd€gulations outline the form and content of
collections of information, and where tothe disclosure statement and also provide

submit comments on the collections of in2n example of the statement.
DEPARTMENT OF THE TREASURY  formation and the accuracy of the estimated Where the temporary regulations re-

Internal Revenue Service burden, and suggestions for reducing thiguire a taxpayer to attach a disclosure
26 CFR Parts 1 and 602 burden, please refer to the preamble to tifatement to its return, the information re-

cross-referencing notice of proposed rulequired to be set forth thereon is a required
Tax Shelter Disclosure making REG-103735-00, page 770. part of the return to the same extent as in-
Statements Books or records relating to a collecformation required pursuant to prescribed

tion of information must be retained adorms. See §1.6011-1. Therefore, when
RS). T long as their contents may become matef taxpayer verifies its return, which in-
(IRS), Treasury. ial in the administration of any internalcludes a declaration that the return is

ACTION: Temporary regulations. revenue law. Generally, tax returns an@omplete, a taxpayer affirms that it has

_ _ tax return information are confidential, agiccurately made all disclosures required
SUMMARY: This document contains required by 26 U.S.C. 6103. by these temporary regulations.

temporary regulations requiring certain In the event of an underpayment attribut-
corporate taxpayers to file a statemergackground able to a reportable transaction, a tax-
with their Federal corporate income tax ayer’s failure to satisfy the disclosure re-
return under section 6011(a). The tempo- The Treasury Department and the IRguirements of the temporary regulations
rary regulations affect corporations parare concerned about the proliferation of,ay affect its exposure to penalties under
ticipating in certain reportable transaccorporate tax shelters. These temporagstions 6662 and 6663 of the Code. Sec-
tions. The text of these temporaryegulations are intended to provide thg,n geg4(c)(1) provides that such penalties
regulations also serves as the text of theervice with early notification of large 5y ot be imposed with respect to any
proposed regulations set forth in the nocorporate transactions with characteristichrtiOn of a taxpayer’s underpayment “if it
tice of proposed rulemaking on this subthat may be indicative of such tax shelteg shown that there was a reasonable cause

jectin REG-103735-00, page 770. activity. for such portiorandthat the taxpayer acted

Accordingly, this document amends 26 good faith with respect to such portion.”

PeAEIIEa?i:Oige;rtg/if?eaéﬁvzh?osrethg]eprglragg r_CFR part 1 regarding the general filing re(emphasis added.) Whether a taxpayer is
9 quirement for persons required to file &onsidered to have satisfied the require-

Fl;);?;ezlsrjc;(;gg.tax returns filed after Feb::;ugnmfc:)rsae éaﬁi?j':rysejét;/c\f:‘hffSngtcf[?Oﬁ]ents of section 6664(c)(1) is determined
Applicability date For dates of applic- 6011(ar)) provides that any perso.n made |g|? 2 case by-case basis, faking Into account
i pertinent facts and circumstances. See
ability, see §1.6011-4T(g) of these reguzpie for any tax imposed by the Internag) 6664—4(b)(1).
lations. Revenue Code (Code), or with respect 10 e fact that a professional tax advisor
FOR FURTHER INFORMATION CON- the collection thereof, shall make a returfas advised a taxpayer that its return posi-
TACT: Richard Castanon, (202) 622-0r statement according to the forms angqp, js more likely than not the proper tax
3080, or Mary Beth Collins, (202) 622-regulations prescribed by the Secretary Qfgatment is not necessarily sufficient to
3070, (not toll-free numbers). the Treasury. satisfy the requirements of section
6664(c)(1). If a taxpayer has an under-
payment attributable to its participation in

AGENCY: Internal Revenue Service

SUPPLEMENTARY INFORMATION: Explanation of Provisions

Paperwork Reduction Act |. Disclosure Statement Required for & reportable transaction that has not been
Certain Corporate Taxpayers properly disclosed on its return, the
These regulations are being issued nondisclosure could indicate that the tax-

without prior notice and public procedure The temporary regulations provide thapayer has not acted in “good faith” with
pursuant to the Administrative Procedurevery person that is required to file a returrespect to the underpayment, even if the
Act (5 U.S.C. 553). For this reason, théor a taxable year with respect to any tataxpayer’s return position has sufficient
collections of information contained inimposed under section 11 (corporate taxegal justification to meet the minimum
these regulations have been reviewed angayers) and that has participated in a reequirements of section 6664(c)(1). In
pending receipt and evaluation of publigportable transaction shall attach a disclesuch a case, the determination of whether
comments, approved by the Office obure statement to its return for each taxabéetaxpayer has acted in “good faith” will
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depend on all of the facts and circumthe intended tax benefits from the transac- (A) The taxpayer has participated in the
stances, including the reason or reasoti®n will not be sustained, including, buttransaction in the ordinary course of its
why the taxpayer failed to make the renot limited to, recission rights, the right tobusiness in a form consistent with cus-
quired disclosure. a full or partial refund of fees paid to anytomary commercial practice, and the tax-
person, fees that are contingent on thgayer reasonably determines that it would
taxpayer’s realization of tax benefits fromhave participated in the same transaction
The temporary regulations define twdhe transaction, insurance protection Witlu_m substantially the same terms irrespec-
categories of reportable transactions. THgspect to the_tax trea_ltment pf _the transative o_f the expected Federal income tax
first category includes certain types ofion, or a tax indemnity or S|m|lgr agre_e-beneflts; N _
transactions identified by the Treasury anH"enf‘ (other than a customary mdemr_nty (B) Th_e taxpayer ha; participated in t_he
the Service as tax avoidance transactiorfdrovided by a principal to the transactiortransaction in the ordinary course of its
The second category includes transactiofidat did not pz_irticipate in the promotiorbusiness in a fo_rm cons_istent with cus-
that warrant further scrutiny because the9f the transaction to the taxpayer). tomary commercial practice, and the tax-
possess certain identified characteristics (C) The taxpayer’s participation in thepayer reasonably determines that there is
that are common in corporate tax shelters fransaction was promoted, solicited, oa Iong-stan_ding and generally accepted
The regulations require disclosure onh;ecommended_ by one or more person_mderstandlng thz_it the expected Fed_eral
for large transactions that provide tax sa\}’-"h_o have received or are exp_ected_to réacome _tax benefits from the tr_ans_actlon
ings in excess of certain dollar thresholdS€Ve fees or othe_r consideration with aftaking into account any combination of
(the projected tax effect test). In addition?ggregate value in excess of $100,00®)tended tax consequences) are aII(_)vv_abIe
the regulations contain exceptions to ensyfd such person or persons’ entitlement tander the Code for substantially similar
that normal business transactions are not'Ch fees or other consideration was cotransactions;
subject to disclosure. The fact that a trandingent on the taxpayer’s participation in (C) The taxpayer reasonably deter-
action is reportable or not reportable unddpe transaction. mines that there is no reason_able basis
these regulations shall not affect the legal (D) The expected treatment of thaunder Federal tax law for denial of any
determination whether the tax benefitfransaction for Federal income tax pursignificant portion of the expected Fed-
claimed with respect to the transaction af&®S€S in any taxable year differs or is exeral income tax benefits from the transac-
allowable. pected to differ by more than $5 milliontion; or
The first category of reportable transacirom the treatment Qf_ the trans_acnon for_ (D) The_ transaction is identified in pub-
tions includes any transaction that is thBUrPOSes of determining book income alished guidance as being excepted from
same as or substantially similar to one daken into account on the schedule M-tlisclosure. o _ o
the specified types of tax avoidance trandOr comparable schedule_) on the tax-_ Atra_n_sactlon mvolvmg the ach|S|_t|on,
actions that the IRS has identified by pubpayer’s Federal Corp_orate income tax repllspos_ltlon, or restr_U(_:t_urlng _of a b_qsmess,
lished guidance as a listed transaction sdprn for the same period. including the acquisition, disposition, or
purposes of section 6011 and that is ex- (E) The transaction involves the partici-other change in the ownership or control
pected to reduce the taxpayer's Federal jpation of a person that the_taxpayer knoy\m:f an entity tr_\at i_s enggged ina bgsiness,
come tax liability by more than $1 million ©" has reason _to know is in & Federal irer a transactlor_1 _|r_1voIV|ng a recapltahzg-
in any single taxable year or by a total o0f°Me tax position that differs from tha’F oftion or an acqwsm(_)n of capital for use in
more than $2 million for any combinationth® ta>_<payer (such as a tax exempt entity tne taxpayer’s _busmes_s, shall_be consu_j-
of taxable years. However, a listed transa& foreign person), and the taxpayer knowsred a transaction carried out in the ordi-
tion is not treated as a reportable transafl has rez_a_son;o know _tha(t]I s;ljch differer_mmary course of a taxpayer’s business.
o i ; tax position has permitted the transaction ,
it:]ocr;:;g T:; E;f;ﬁ:;datsh?eﬁlggggec:; aFr?: (:;{[E be structured on terms that are intendel- Record Retention
return filed on or before February 28, 200d° Provide the taxpayer with more favor-  tpe taypayer must retain all documents
The second category of reportabl@Ple Federal income tax treatment than jpteq to a transaction subject to disclosure
transactions includes transactions enter&@uld have obtained without the participaynger this section until the expiration of the
into after February 28, 2000, that are exion of such person (or another person in &4t te of limitations for the first taxable
pected to reduce a taxpayer's Federal ifimilar tax position). o ear for which a disclosure statement is
come tax liability by more than $5 million  (F) The expected characterization ofjeq with its tax return. (This obligation is
in any single taxable year or by a total oY Significant aspect of the transactiofy 5qgition to any document retention re-
more than $10 million for any combina-l0f Federal income tax purposes differgy irements that section 6001 generally im-
tion of taxable years and that have at leafP™M the expected characterization ofyges on the taxpayer) Such documents
two of the following characteristics: such aspect of the transaction for pulipciyde, but are not limited to, the follow-
(A) The taxpayer has participated in th&0Ses Of taxation of any party to the ranspg. 5| marketing materials related to the
transaction under conditions of confiden@Ction in another country. transaction; all written analyses used in de-
tiality (as defined in §301.6111-2T(c)).  However, a transaction that has at leagsion-making related to the transaction; all
(B) The taxpayer has obtained or beef{v0 Of the foregoing characteristics is notqresnondence and agreements related to
provided with contractual protection@ reportable transaction if any of the foly, ransaction between the taxpayer and
against the possibility that part or all of®Wing conditions is satisfied— any promoter, advisor, lender, or other
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party to the reportable transaction; all docypart 1 is amended by adding an entry iance as a listed transaction for purposes of
ments discussing, referring to, or demomumerical order to read in part as followssection 6011. However, a listed transac-
strating the tax benefits arising from the reAuthority: 26 U.S.C. 7805 * * * tion is not treated as a reportable transac-
portable transaction; and all documents, if Section 1.6011-4T also issued undeton if it has affected the taxpayer’s Fed-
any, referring to the business purposes f@6 U.S.C. 6001 and 6011(a). * * * eral income tax liability as reported on
the reportable transaction. Par. 2. Section 1.6011-4T is added tany tax return filed on or before February
read as follows: 28, 2000. The fact that a transaction be-
81.6011-4T Requirement of statement disomes a listed transaction does not imply
gclosing participation in certain transac- that the transaction was not otherwise a
tjons by corporate taxpayers (Temporeportable transaction prior thereto.

IV. Effective Date

The temporary regulations apply t
Federal corporate income tax returns file

after February 28, 2000. rary). (3) Other reportable transactiors(i)
' (a) In general Every taxpayer that is In general Except as provided in para-
Special Analyses required to file a return for a taxable yeagraph (b)(3)(ii) of this section, a transac-

, . with respect to a tax imposed under sedion is described in this paragraph (b)(3) if
It has been determined that this Treg;jon 11 and that has participated, directljt is entered into after February 28, 2000,
sury decision is not a significant regulag, jngirectly, in a reportable transactiorand has at least two of the following char-
tory action as defined in Executive Orde{yithin the meaning of paragraph (b) ofcteristics:
12866. Therefore, a regulatory assesgjis section must attach to its return for (A) The taxpayer has participated in the
ment is not required. It has also been deqg taxaple year described in paragrapmansaction under conditions of confiden-
termined that section 553(b) of the Adqy of this section a disclosure statemertality (as defined in §301.6111-2T(c)).
ministrative Procedure Act (5 U.S.C.i, the form prescribed by paragraph (c) of (B) The taxpayer has obtained or been
chapter 5) does not apply to these regulgsis section. For this purpose, a taxpayerovided with contractual protection
tions. Itis hereby certified that the collecyyjj have indirectly participated in a against the possibility that part or all of
tion of information in these regulationsyansaction if its Federal income tax liathe intended tax benefits from the transac-
will not have a significant economic im-p;jiry s affected by the transaction even ition will not be sustained, including, but
pact on a substantial number of small entj¢ j5' ot a direct party to the transactiomot limited to, recission rights, the right to
ties. This certification is based upon theg o it participates through a partnership full or partial refund of fees paid to any
fact that the persons responsible for filingy thr5ugh a controlled entity). A separat@erson, fees that are contingent on the
the statement required by these regulatioggsciosure statement is required for eadaxpayer’s realization of tax benefits from
are principally large publicly traded cor-rgnsrtaple transaction. The fact that a tathe transaction, insurance protection with
porations, and the burden is not significani,yer files a disclosure statement for a reespect to the tax treatment of the transac-
as described earlier in the preamblg,,aple transaction shall not affect théion, or a tax indemnity or similar agree-
Therefore, a Regulatory Flexibility Analy- 44| determination whether the tax benament (other than a customary indemnity
sis under the Regulatory Flexibility Act (Sfits claimed with respect to the transactioprovided by a principal to the transaction
U.S.C. chapter 6) is not required. Purzee gjiowable. that did not participate in the promotion
suant to section 7805(f) of the Code, these (1)) pefinition of reportable transac- of the transaction to the taxpayer).
temporary regulations will be submitted Qi (1) |n general A reportable trans-  (C) The taxpayer’s participation in the
the Chief Counsel for Advocacy of theycion js a transaction that is described itransaction was promoted, solicited, or
Small Business Administration for coM-gjther paragraph (b)(2) or (3) of this seccecommended by one or more persons
ment on their impact on small business. tjon and that meets the projected tax efvho have received or are expected to re-
fect test in paragraph (b)(4) of this seceeive fees or other consideration with an
tion. The terntransactionincludes all of aggregate value in excess of $100,000,
The principal authors of these regulathe factual elements necessary to suppaihd such person or persons’ entitlement to
tions are Mary Beth Collins and Richardhe tax benefits that are expected to bsuch fees or other consideration was con-
Castanon, Office of Chief Counselclaimed with respect to any entity, plantingent on the taxpayer’s participation in
(Passthroughs and Special Industriespr arrangement, and includes any series tife transaction.
However, other personnel from the IRSelated steps carried out as part of a pre- (D) The expected treatment of the
and Treasury Department participated iarranged plan and any series of substatransaction for Federal income tax pur-
their development. tially similar transactions entered into inposes in any taxable year differs or is ex-
*ok ok ok ok the same taxable year. pected to differ by more than $5 million
(2) Listed transactions A transaction from the treatment of the transaction for
is described in this paragraph (b)(2) if th@purposes of determining book income as
transaction is the same as or substantialtgken into account on the schedule M-1
Accordingly, 26 CFR parts 1 and gozsimilar to one of the types of trar_wsaction$0r comparable schedule_) on the tax-
that the Internal Revenue Service (IRSpayer’s Federal corporate income tax re-
has determined to be a tax avoidanctrn for the same period.
PART 1—INCOME TAXES transaction and identified by notice, regu- (E) The transaction involves the partic-

o lation, or other form of published guid-ipation of a person that the taxpayer
Paragraph 1. The authority citation for
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knows or has reason to know is in a Fedxccount all relevant aspects of Federal taadjusted pursuant to forms prescribed for
eral income tax position that differs fromlaw, including the statute and legislativaeporting under this section and the in-
that of the taxpayer (such as a tax exemptstory, treaties, authoritative administrastructions to such forms.
entity or a foreign person), and the taxtive guidance, and judicial decisions that (ii) Estimation of projected tax effect
payer knows or has reason to know thastablish principles of general applicatior\ taxpayer’s estimate of the effect of a
such difference in tax position has permitin the tax law (e.g.Gregory v. Helvering transaction on its Federal income tax lia-
ted the transaction to be structured 0R93 U.S. 465 (1935)). bility shall take into account all projected
terms that are intended to provide the tax- (D) The transaction is identified in pub-Federal income tax consequences of the
payer with more favorable Federal indished guidance as being excepted frormmansaction, including all deductions, ex-
come tax treatment than it could have oldisclosure under this section. clusions from gross income, nonrecogni-
tained without the participation of such (iii) Ordinary course of busines&or tion of gain, tax credits, adjustments (or
person (or another person in a similar tagurposes of paragraphs (b)(3)(ii)(A) andhe absence of adjustments) to the basis of
position). (B) of this section, a transaction involvingproperty, and any other tax consequences
(F) The expected characterization othe acquisition, disposition, or restructurthat may reduce the taxpayer’s Federal in-
any significant aspect of the transactiomg of a business, including the acquisicome tax liability by affecting the timing,
for Federal income tax purposes differsion, disposition, or other change in theharacter, or source of any item of in-
from the expected characterization obwnership or control of an entity that iscome, gain, deduction, loss, or credit.
such aspect of the transaction for purengaged in a business, or a transaction ifthe estimate shall not take into account
poses of taxation of any party to the transrolving a recapitalization or an acquisithe potential Federal income tax effect of
action in another country. tion of capital for use in the taxpayer’sany other transaction or transactions that
(ii) Exceptions A transaction is not a business, shall be considered a transactitime taxpayer might have entered into if the
reportable transaction under paragraptarried out in the ordinary course of a taxtaxpayer had not entered into the transac-

(b)(3) of this section if paragraphpayer’s business. tion in question. Gross income may not
(b)(R)(ii)(A), (B), (C), or (D) of this sec-  (4) Projected tax effeet(i) In general be taken into account if the elements of
tion is satisfied. A transaction described in paragraplthe transaction that result in the creation

(A) The taxpayer has participated in th¢b)(2) of this section meets the projectedf the gross income are not necessary to
transaction in the ordinary course of itdax effect test if, at the time the taxpayeachieve the intended tax results of the
business in a form consistent with cusenters into the transaction or at any timgansaction, whether or not these elements
tomary commercial practice, and the taxthereafter, the taxpayer reasonably estare an integral part of the transaction. For
payer reasonably determines that it woulthates that the transaction will reduce thexample, gross income may not be taken
have participated in the same transactidiaxpayer’s Federal income tax liability byinto account to the extent that it would
on substantially the same terms irrespecnore than $1 million in any single taxablenave been reasonably possible for the tax-
tive of the expected Federal income tayear or by a total of more than $2 millionpayer to have participated in the transac-
benefits. for any combination of taxable years irtion in a manner that would have been ex-

(B) The taxpayer has participated in thevhich the transaction is expected to haveected to produce less gross income
transaction in the ordinary course of itshe effect of reducing the taxpayer’s Fedwithout a commensurate effect on the
business in a form consistent with cuseral income tax liability. A transactionother tax consequences of the transaction.
tomary commercial practice, and the taxdescribed in paragraph (b)(3) of this sedn addition, gain on property that the tax-
payer reasonably determines that there i®n meets the projected tax effect test ifpayer acquired independent of its partici-
a long-standing and generally acceptedt the time the taxpayer enters into thpation in the transaction may not be taken
understanding that the expected Federahnsaction or at any time thereafter, thmto account.
income tax benefits from the transactiomaxpayer reasonably estimates that the (5) Examples The following examples
(taking into account any combination oftransaction will reduce the taxpayer’dllustrate the application of paragraph (b)
intended tax consequences) are allowabkederal income tax liability by more thanof this section. Assume, for purposes of
under the Internal Revenue Code (Codé)s million in any single taxable year or bythese examples, that the transactions are
for substantially similar transactions. a total of more than $10 million for anynot the same as or substantially similar to

(C) The taxpayer reasonably detereombination of taxable years in which theny of the types of transactions that the
mines that there is no reasonable basisansaction is expected to have the effetRS has identified as listed transactions
under Federal tax law for denial of anyof reducing the taxpayer’s Federal incomander section 6011 and, thus, are not de-
significant portion of the expected Fed+tax liability. For purposes of this para-scribed in paragraph (b)(2) of this section.
eral income tax benefits from the transagyraph (b)(4), a transaction will be treated’he examples are as follows:
tion. Such a determination must take intas reducing a taxpayer’s Federal income Example 1 In March of 2000, C, a domestic cor-
account the entirety of the transaction antax liability for a taxable year if, and toPoration, invests $100 million to purchase certain fi-

L . nancial instruments the terms of which have been
any combination of tax consequences th#he extent that_, disallowance of the taX,  i.red to enable the holder to claim a deductible
are expected to result from any compoeatment claimed or expected to D@y oss upon the disposition of one or more of the
nent steps of the transaction, must not be@aimed would result in an increase in théstruments a short time after acquisition while de-
based on any unreasonable or unrealistiaxpayer’s Federal income tax liability forferring gain on the retained instruments. C pur-

factual assumptions, and must take intthat year. These dollar thresholds may @ased the instruments on the recommendation of X,
which is expected to receive direct or indirect com-
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pensation in excess of $100,000 contingent on C's Example 3 E is a domestic corporation, which isthe best knowledge of the taxpayer, the
pturchas:z. ‘C,\?isposEs offcg(r)tg(i)n of (tjhe finatn(:ialI igcalendar i/ee;rotgi(pgyer.t E is_ etngagled in the 'EaSiﬂf%nsaction has been registered as a tax
struments in November o , and reports a lodsusiness. In , E enters into a large number .
from the disposition of those financial ir?strumentssubstantially similar arrangements c?escribed ir%helter under Sec“p” 6111. If the transac-
on its 2000 Federal corporate income tax returparagraph (b)(3)(i) of this section under which it actiOn has been registered as a tax shelter
which reduces its reported Federal income tax liabiuires and leases tangible personal property to U.Bnder section 6111, indicate whether
ity by more than $5 million. That loss is not re-persons who use such property in their businessgsorm 8271, “Investor Reporting of Tax
Ilect(_ed_ oan‘skiricome stat(-imkent _fotr purposets of :jhE treats the :jeasels as I?as]?s for_FIederaI intf:ome BRelter Registration Number”, has been
ermining book income as taken into account on thpurposes and as loans for financial accounting pug: . ,
scheduléJ M-1 on C’s Federal corporate income taipxos?es. During the first three taxable years in \?vr?icﬁ!ed with the_ taxpayers retum and pro-
return. Further, C is unable to reasonably determirtae leases are in effect, E reasonably expects that Yide the registration number, if any, that
that it would have entered into the transaction irrereported taxable income will be more than $30 mithas been assigned to the tax shelter.
spective of the Federal income tax benefits, or thdibn lower than it would be if the leases were treated (iii) A brief description of the principal
the_ trarisa(itiotn is a customary fform ﬁf ;re:;saciio;s Iotarlslfor Fedteréal in(;:orrti_e taxfp;rpgszs, gli\{ing ri%lemems of the transaction that give rise
iving rise to tax consequences for which there is @ a total expected reduction of E’s Federal incom .
Igong-itanding and gene(r]ally accepted understandingx liability ch))r those years in excess of $10 miIIion.FO t_he eXp_eCted tax_ b_eneflts‘
that such tax consequences are allowable under tRecannot conclude that it would have entered into (V) A brief description of the expected
Code for similar transactions, or that the Commisthe leases on substantially the same terms irrespdéX benefits of the transaction (e.g., loss
sioner would have no reasonable basis to deny thiee of the expected Federal income tax benefits, ngieductions, interest deductions, rental de-
clhaimed I(()jsz: Th(‘-:‘t_trans]:at(l’:]tio? invo_lvlin_g ?’s pur;can it conclgldebthat ihedComTistsior:er \:voulc: h]f“t’siuctions, foreign tax credits, etc.).
chase and disposition of the financial instrumentso reasonable basis to deny its tax treatment of the . .
has the charapcteristics described in paragrapheases. However, E does rgasonably determine that(v) An |de_nt|flcat|0n of each taxable
(b)(3)(i)(C) and (D) of this section. None of the ex-the terms of the leases are consistent with customa§e@f (including prior taxable years) for
ceptions in paragraph (b)(3)(ii) of this section apcommercial form in the leasing industry, and thawhich the transaction is expected to have
plies. Therefore, the transaction involving C’s purthere is a long-standing and generally accepted uthe effect of reducing the taxpayer’s Fed-
chase atn(tj)ldistpositior:‘ of tkr;e finan(:i‘::d‘inztrum(_e;tf,j i?erstanding that th(_et c_:omlbi_na_tion o_IhFederaI tintcotmhéred income tax Iiability and an estimate
a reportable transaction because it is described fax consequences it is claiming with respect to .
pararg)]raph (b)(3) of this section. leases arg allowable under t?le Code ?or similaﬁwh_ICh may be rounded to t_he nearest $1
Example 2 In the year 2001, D, a domestic cor-transactions. The substantially similar leases woulillion) of the amount by which the trans-

poration, completes construction of an office buildbe treated for purposes of this section as a sing&Ction is expected to reduce the tax-
ing to be used in its business. After completion ofransaction that would satisfy the projected tax effquayer’s Federal income tax |iabi|ity for
the b;icl)ccj)i]r-]g‘tb‘ut before IPZ]) féle;)s i:(s tax re]:turn_ for Ithe::st descrti:e(lj in paragrle:jph Eti))(4) of thits ;e?iorbaCh such taxable year.

ear , it is approache , a professional seHowever, the leases would not be a reportable trans- ,, .
zices organizatioFr)\?which adv%ses Dpthat Y has deaction by reason of the exception unger paragraph (V_I) The names and add_rasses of any
veloped a set of programs that will enable D to maxth)(3)(ii)(B) of this section. parties who promoted, SO|ICIt§q, or rec-
imize its depreciation deductions with respect to the (c) Form and content of disclosure0mmended the taxpayer’s participation in
building and the related furniture and fixtures. Y a"statemen(l) The disclosure statement forthe transaction and who had a financial

lows D to review Y’s programs subject to D’s agree- . . ; ; ; ; ;
ment that it will not qu)e gny portiori of the prog?am?aCh reportable transaction must incluggterest, InCIUdmg.the reCEIpt. O.f fees, in
in establishing its depreciation accounts for FederdN€ information required by paragrathe taxpayer’s decision to participate.

tax purposes unless it pays Y a fee of $150,000. i€)(1)(i) through (c)(1)(vi) of this section the(?piﬁsgi?: O-If—hpzrfgg?:;ﬂg(;xgmﬁ:: 'slgjcst:fr‘]tfsm
addition, D makes a commitment to Y that it will notgnd shall be presented in a format (prefeﬂénuary of 1999, X, a domestic corporation which is

e et 24 ably 10 longer than one page) SMar ta caendar year twayer, efered o an arange-
grams. D agrees to use Y's programs for purposf@at shown in theExampIem paragraph ment under which it purported to lease a building

of computing its depreciation allowances for 2004C)(2) of this section or on such form agwned and occupied by the government of a munici-

and later taxable years. D expects its use of the prmay be prescribed for use under this Segghty located in foreign country W and lease the

g ! . . uilding back to the municipal government. X de-
grams to reduce its Federal income tax liability bytjon ) S

- . o : termines that the transaction is a reportable transac-
more than $10 million over the life of the building.

: - (i) The name, if any, by which thetion described in paragraph (b)(1) of this section be-
However, D reasonably determines that it woul ti is k | it is described in paraaranh (b)(2) of thi
have constructed and owned the office building i ransaction i1s known or commonly re-cause it is described in paragraph (b)(2) of this

the same manner irrespective of the enhanced depf6/T€d to by the taxpayer; if no name exsection and satisfies the projected tax effect test in

ciation that it expects to derive from the use of Y’dsts, provide a short-hand designation d;gragraph (b)(4) of this section. As of February 28,

, . . - . . 00, X had not filed its 1999 Federal corporate in-
programs. Therefore, regardiess of whether D's dehis transaction to distinguish it fromcome tax return. The following form of dil;closure

preciation deductions on the building may be subjegthar reportable transactions in which thewatement would satisfy the requirements described
to disallowance, the transaction encompassing ti}%X aver mav ha: ticinated ; h 1) of thi i

construction of the building and the use of Y’s pro- p y . y ve participated (or mayn paragraph (c)(1) of this section.
grams is not a reportable transaction by reason of tR&rticipate in the future).

exception under paragraph (b)(3)(ii)(A) of this sec- (ii) A statement indicating whether, to

tion.
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DISCLOSURE STATEMENT FOR REPORTABLE TRANSACTION

Corporation X (EIN)
(address)

1. Identification of transaction: LILO—-Country W

2. Registration status under section 611INot registered

3. Description of transaction We leased a building from a municipality in W. We made an advance payment of rent of $89 million. The lease term is 34
years. The foreign municipality subleased the asset back from us for a term of 20 years. The foreign municipality ivess &tehmpend of the sublease
term, to buy out our interest for $50 million. Our advance lease payment has been financed with a bank loan of $60hmifboeigim municipality placed
$75 million of the advance rental payment in special accounts to satisfy the sublease and buyout obligations.

4. Principal tax benefits Deductions for rental and interest payments in excess of income from leaseback rental payments

5. Estimates of expected reduction of Federal income tax liability for affected taxable yeatk999-2002, $5 million per year; 2003-2013, $4 million per
year; and 2014-2017, $3 million per year.
6. Promoters Financial Institution Y

(address)

(telephone number)

Professional Service Firm Z
(address)
(telephone number)

(d) Time of providing disclosure(1) In  paragraph (b)(3) of this section but not described iaction; all correspondence and agreements
general The disclosure statement for a re_p"j"""ghraph (b)(2) of th'sd Sic“onﬁ At It:he time Fble”terﬁelated to the transaction between the tax-
portable transaction shall be attached to tHg° e ransaction and thereafter, F reasonably e.srﬂ'ayer and any promoter, advisor, lender, or

, ) mates that the transaction will reduce F's Federal in- o
taxpayer's Federal corporate income tax r'@ome tax liability by $2 million in any single taxable other party to t_he repc_)rtable transaction; all
turn for each taxable year for which the taxyear and by a total of $8 million for any combinatondocuments discussing, referring to, or
payer’s Federal income tax liability is af-of taxable years in which the transaction is expected eemonstrating the tax benefits arising from
fected by its participation in the transactiongf'?‘_"e t(h:e effect of rled‘;f'”g Fs F?defj" income tax lighe reportable transaction; and all docu-
In addition, at the same time that the disclax Y- “onseauently, the transaction does not meet the i it 5y referring to the business pur-

C T projected tax effect test described in paragraph (b)( .
sure statement is first attached to the ta¥s tis section for transactions described in paragragh®S€S for .the reportable transaction.
payer’s Federal income tax return, a copi)(3) of this section. On March 1, 2002, the IRS pub- (f) Affiliated groups For purposes of
of that disclosure statement must be sent tighes a notice identifying the transaction as a listethis section, an affiliated group of corpora-
Internal Revenue Service LM:PF, Large 82?3”5";0;'0” described in pa;aﬁfaph,(b)(zg of this segipns that joins in the filing of a consoli-
Mid-Size Business Division, 1111 Consti—gon' us, upon issuance of the notice, t etransac“?i’gted return under section 1501 shall be

. . ecomes a transaction described in paragraph (b)(2) O . .
tution Ave., N.W., Washington, DC 20224 4,is section. As a result of the lower dollar threshold§onsidered a single taxpayer. _

If a transaction becomes a reportable transrthe projected tax effect test with respect to transac- (g) Effective date This section applies to
action on or after the date the taxpayer hagns described in (b)(2) of this section, the transactiofederal corporate income tax returns filed
filed its return for the first taxable year for";eﬁ_ts the P“’Jeéted tax Eﬁ?Ct theSt in para‘,gragh O)@fter February 28, 2000. However, para-
which the transaction affected the tax> s section. Consequently, the transaction ecom@?aph (e) of this section applies to docu-
, . T a reportable transaction described in paragraph (b)(
payer’s Federal income tax liability (€.9.f this section, and F is required to file a disclosurf€nts and other records that the taxpayer
there is a change in facts affecting the extatement meeting the requirements of paragragcquires, prepares, or has in its possession
pected Federal income tax effect of thé)(2) of this section for the transaction as an attaclon or after February 28, 2000. Par.
transaction, or the transaction subsequentRent to F's nextfiled Federal corporate income tax re3  |n §602.101, paragraph (b) is amended
. . . . . tarn. If F's 2001 return has not been filed on or beforB .
becomes one identified in published guid; A . 1Y adding an entry for 81.6011-4T to read
. . . the date the Service identifies the transaction as, )
ance as a_ I|sted-transact|qn described fSted transaction, the disclosure statement must be 4 part as follows:
(b)(2) of this section), the disclosure stat@ached to F's 2001 return. §602.101 OMB Control numbers.
ment shall be filed as an attachment to the (e) Retention of document3he taxpayer * * * * *
taxpayer’s Federal corporate income tax renust retain all documents related to a trans- (b) * * *
turn next filed after the date th(nT transactlggchon gubject to d|§closure under this sec- Charles O. Rossotti,
becomes a reporta_ble trar_lsactlon. If a dlﬂoq until the .exp|rat|on of the statute of lim- Commissioner of Internal Revenue.
closure statement is required as an attadiations applicable to the first taxable year
ment to a Federal corporate income tax réar which disclosure of the transaction wag\pproved February 23, 2000.
turn that is filed earlier than 180 days aftemade in accordance with the requirements
February 28, 2000, the taxpayer may eitheif this section. (This document retention re-
attach the disclosure statement to the reuirement is in addition to any document re-
turn, or file the disclosure statement as a®ntion requirements that section 6001 gen-
amendment to the return no later than 18frally imposes on the taxpaye.r.)_ SUC{Eiied by the office of the Federal Register on Febru-
days after February 2_8, 2000. _ documents include, but are not limited toary 28, 2000, 8:45 a.m., and published in the issue of

(2) Example The following example illustrates the the following: all marketing materials re-the Federal Register for March 2, 2000, 65 F.R.

application of this paragraph (d): In December ofy0 14 the transaction; all written analysek!205)

2000, F, a domestic corporation which is a calendar din decisi i lated h
year taxpayer, enters into a transaction described {p€d In decision-making re ated to the trans-

Jonathan Talisman,
Acting Assistant Secretary
of the Treasury
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CFR Part or Section Where Current OMB

Identified and Described Control No.
ok kK K
L B0 L AT . o 1545-1685
ok kK K

Section 6111.— Registration of  without prior notice and public procedurethat the registration requirements of sec-
Tax Shelters pursuant to the Administrative Proceduré¢ion 6111 and the penalty provisions of
Act (5 U.S.C. 553). For this reason, theection 6707 for failing to comply with
26 CFR 301.6111-2T: Confidential corporate tax ~collections of information contained inthe registration requirements apply to
shelters (Temporary). these regulations have been reviewed anconfidential corporate tax shelters in
TD. 8876 pending receipt and evaluation of publiavhich interests are offered to potential
comments, approved by the Office oparticipants after the IRS issues guidance
Management and Budget under contradn the registration requirements. These
DEPARTMENT OF THE TREASURY number 1545-1687. Responses to thesegulations provide the guidance neces-

Internal Revenue Service collections of information are mandatory.sary to activate the registration require-

26 CFR Parts 301 and 602 An agency may not conduct or sponsoments of section 6111 and the penalty
and a person is not required to respond tprovisions of section 6707 for confiden-

Corporate Tax Shelter a collection of information unless the col+ial corporate tax shelters.

Registration lection of information displays a valid These temporary regulations relate to
OMB control number. disclosure obligations for tax shelter orga-

AGENCY: Internal Revenue Service o fyrther information concerningnizers and promoters under section 6111.
(IRS), Treasury. these collections of information, andAlthough the terms of section
ACTION: Temporary regulations. where to submit comments on the colleds111(d)(1)(A), which are part of the defi-
, . tions of information and the accuracy ofition of a confidential corporate tax shel-
SUMMARY: This document contains yhe estimated burden, and suggestions far, are similar to the definition of tax
temporary regulations requiring the regisze g, cing this burden, please refer to thehelter under section 6662(d)(2)(C)(iii),
tration of confidential corporate tax shelyeample to the cross-referencing noticthese temporary regulations are not in-
ters pursuant to section 6111(d) ag¢ hronosed rulemaking published in théended to define a tax shelter for purposes

amended by section 1028(a) of the Taxs,nqsed Rules section of this issue of thef section 6662, which relates to the im-
payer Relief Act of 1997 (the Act). Theggqera| Register position of penalties.

temporary regulations affect persons re- goqys or records relating to a collec-
sponsible for registering confidential COTion of information must be retained a&XPlanation of Provisions

porate tax shelters. The text of these Mg as their contents may become matey-
orary regulations also serves as the texf; o - - ["In General
porary reg : € ) in the administration of any internal
of the proposed regulations set forth in g, enye Jaw.  Generally, tax returns and Under section 6111(d)(1) and the tem-
notice of proposed rulemaking on thig,y ety information are confidential, aporary regulations, a confidential corpo-
subject in REG-110311-98, page 767. required by 26 U.S.C. 6103. rate tax shelter is any entity, plan,
DATES: Effective date These temporary arrangement, or transaction that satisfies
regulations are effective February 28, ZOOEaCkground the following three requirements: (1) a
Applicability date For dates of applic-  In enacting section 6111(d), Congres§/dnificant purpose of the structure of the
ability, see §301.6111-2T(h) of these regadded confidential corporate tax shelter§ansaction is the avoidance or evasion of
ulations. as a type of tax shelter that must be regig_ederal income tax for a direct or an indi-

FOR FURTHER INFORMATION CON- tered under section 6111. Congress iﬁ_—eCt _corporate partiCipant; (2) the trgnsac—
TACT: Richard Castanon, (202) 622tended the provision to improve tax comtion is offered to any potential _payur_npam
3080, or Mary Beth Collins, (202) 622-Pliance by giving the Treasuryunder conditions of confidentiality; and

3070: concerning international issue@epartment earlier notification of transac{3) the tax shelter promoters may receive
Rebecca Rosenberg, (202) 622-3870 (n§Pns that may not comport with Federa[6eS In excess of $100,000 in the aggre-

toll-free numbers). tax law and by discouraging taxpayer§ate:

from entering into questionable transacy <iqnis ;
SUPPLEMENTARY INFORMATION: tions. See H.R. B No. 148, 105th o oo oot PUTPOse of Tax Avoidance

Cong., 1st Sess. 469 (1997); SrRNo.
33, 105th Cong., 1st Sess. 148 (1997). Under the temporary regulations, there
These regulations are being issued Section 1028(e)(1) of the Act providesare three categories of transactions for

Paperwork Reduction Act
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which the avoidance or evasion of Federainderstanding that the expected Federal Section 6111(d)(2) describes when an
income tax is considered a significanincome tax benefits from the transactiomffer is made under conditions of confi-
purpose of the structure of the transactiorftaking into account any combination ofdentiality. The determination of whether
First, the avoidance or evasion of Fedintended tax consequences) are allowab#mn offer is made under conditions of con-
eral income tax is considered a significaninder the Code for substantially similafidentiality is based on all the facts and
purpose of the structure of a transaction tfansactions. circumstances surrounding the offer, in-
the transaction is the same as or substan-Except for listed transactions, thecluding prior conduct of the parties. If an
tially similar to one of the specified typesavoidance or evasion of Federal incomefferee’s disclosure of the structure or tax
of transactions that the IRS has detetax will not be considered a significantaspects of the transaction is limited in any
mined to be a tax avoidance transactiopurpose of the structure of a transaction iffay by an express or implied understand-
and identified by notice, regulation, orthe tax shelter promoter (or other persoimg or agreement with or for the benefit of
other form of published guidance as aho would be responsible for registratiora tax shelter promoter, an offer is consid-
listed transaction for purposes of sectionnder this section) reasonably determinered made under conditions of confiden-
6111. that there is no reasonable basis undgality, whether or not such understanding
Second, the avoidance or evasion dfederal tax law for denial of any signifi-or agreement is legally binding. An offer
Federal income tax is generally consideant portion of the expected Federal inwill also be considered made under condi-
ered a significant purpose of the structureome tax benefits from the transaction. tions of confidentiality in the absence of
of a transaction if the present value of the The IRS may make a determination, byny such understanding or agreement if
participant’s reasonably expected pre-tagublished guidance, individual ruling, orany tax shelter promoter knows or has
profit (after taking into account foreignotherwise, that a transaction is not rereason to know the transaction is pro-
taxes as expenses and transaction costgiired to be registered under the tempdected from disclosure or use in any other
from the transaction is insignificant relarary regulations. If a tax shelter promotemanner, such as where the transaction is
tive to the present value of the partici{or other person who would be responsilaimed to be proprietary to the tax shelter
pant’s expected net Federal income talsle for registration under this section) igromoter or any party other than the of-
savings from the transaction. However, ifincertain whether a transaction is propferee. An offeree’s privilege to maintain
the substance of the transaction is the boerly classified as a confidential corporat¢he confidentiality of a communication re-
rowing of money or the acquisition of fi-tax shelter or is otherwise uncertairating to a tax shelter in which the tax-
nancial capital by a corporate participantwhether registration is required under thipayer might participate or has agreed to
the transaction falls within this secondsection, that person may, on or before thearticipate, including an offeree’s confi-
category if the present value of the Feddate that registration would otherwise beential communication with the offeree’s
eral income tax deductions of the taxrequired under this section, submit a reattorney, is not itself a condition of confi-
payer to whom the loan or financial capiquest to the IRS for a ruling as to whethedentiality.
tal is provided significantly exceeds thehe transaction is subject to the registra- The temporary regulations provide
present value of the pre-tax return of th&on requirements of this section. If thehat, unless facts and circumstances
person providing the loan or financialrequest fully discloses all relevant factglearly indicate otherwise, an offer is not
capital. relating to the transaction, that person’sonsidered made under conditions of con-
Third, the avoidance or evasion of Fedpotential obligation to register the transfidentiality if the tax shelter promoter en-
eral income tax is generally considered taction will be suspended during the peters into a written agreement with each
be a significant purpose of the structure afod that the ruling request is pending andyerson who participates or discusses par-
a transaction if the transaction has bedhthe Service subsequently concludes thaicipation in the transaction and such
structured to produce Federal income tathe transaction is a confidential corporatagreement expressly authorizes such per-
benefits that constitute an important patiax shelter subject to registration undesons to disclose every aspect of the trans-
of the intended results of the transactiothis section, until the sixtieth day after theaction to any and all persons, without lim-
and the tax shelter promoter (or other perssuance of the ruling (or, if the request igation of any kind.
son who would be responsible for regiswithdrawn, sixty days from the date that
tration under this section) reasonably exhe request is withdrawn). In the alternalV- Fees
pects the transaction to be presented (tive, that person may register the transac- The third requirement that must be sat-
the same or substantlally similar _fo_rm) tdion in accqrdance with the requirementStiag for a transaction to be treated as a
more than one pote_ntlal participantof this section and appe_nd a statement W nfidential corporate tax shelter is that
H_OV\_/eve_r, a _transactlon _does not comthe Form 8264, “Appllcat|on for Registra-ihe tax shelter promoters, whether or not
within this third category if the promote_rt|on of a qu Shelter,_” which states thaFeIated, may receive fees in excess of
reas_o_nably _determmes that the_ potent_mihe_per_son is u_ncertaln Wheth_er the tra”§'100,000 in the aggregate. In determin-
participant is expected to participate iraction is required to be registered as g whether the tax shelter promoters may
_the tra_nsactl_on in the ordlnary course ofonfidential corporat_e tax_shelter, and thatceive fees in excess of $100,000, all the
its business in a form cor_15|stent with cuSJ_ne Form 8264 is being filed on a protec,.ts and circumstances surrounding the
tomary commercial practice, and the protive basis.
moter reasonably determines that there is . ) o
a long-standing and generally accepteW' Conditions of Confidentiality

transaction are considered. For this pur-
pose, all consideration that may be re-
ceived by the tax shelter promoters is

March 13, 2000 754 2000-11 I|.R.B.



taken into account, including contingentaxpayers by the same person or by rdéer sale after February 28, 2000, if the
fees, fees in the form of equity interestdated persons are aggregated and treatedhfidential corporate tax shelter is regis-
and fees the promoters may receive fas a single tax shelter. However, in cortered no later than August 26, 2000.
other transactions as consideration farast with the registration requirements If a transaction becomes a confidential
promoting the tax shelter. applicable to tax shelters defined in secorporate tax shelter (e.g., because of a
For example, if a tax shelter promotetion 6111(c), the temporary regulationchange in the law or factual circum-
may receive a fee for arranging a transaellow the tax shelter promoter to file astances, or because the transaction be-
tion that is a confidential corporate taxsingle Form 8264 with respect to any suchomes a listed transaction) subsequent to
shelter and/or a separate fee for anothaggregated tax shelter, provided athe first offering for sale after February
transaction that is not a confidential coramended Form 8264 is filed to reflect ang8, 2000, and the transaction was not pre-
porate tax shelter, part or all of the feenaterial changes and to include any addously required to be registered as a con-
paid with respect to the other transactiotional or revised written materials prefidential corporate tax shelter under this
may be treated as a fee paid with respesénted in connection with an offer to parsection, the transaction must be registered
to the confidential corporate tax shelter ificipate in the shelter. Furthermore, theinder this section if interests are offered
the facts and circumstances indicate th&&mporary regulations require all transador sale after the transaction becomes a
the fee paid for the other transaction is itions that are part of the same tax shelteonfidential corporate tax shelter. The
consideration for the confidential corpo-and that are to be carried out by the santeansaction must be registered by the later
rate tax shelter. For purposes of detecorporate participant (or one or moref the next offering for sale of interests in
mining whether the tax shelter promotersther members of the same affiliatedhe shelter or August 26, 2000. However,
may receive fees in excess of $100,00@roup within the meaning of sectionbecause transactions identified as listed
the fees from all substantially similar1504) to be registered on the same Foritnansactions are generally considered to
transactions are considered part of th@264. have been structured for a significant tax
same tax shelter and must be aggregated. The temporary regulations provide thaavoidance purpose, such transactions or-
, . , in cases in which an attorney or federallglinarily will have been subject to registra-
V. Registration Requirements authorized tax practitioner acts as a tatton under this section before becoming
To register a confidential corporate ta)§hel_te_r pr_omo_ter with r_espe(_:t to a client'tisted transactions. _ _
shelter, the person responsible for regig_arnclpatlon in a cpnfldentlal_corpora_te_ The_ temporgry regulgtlons_ provide that
tering the tax shelter must file Form 8264t,ax_ shelter and bell_eves that |n_format|om‘ an mteres_t in a confidential corporate
“Application for Registration of a Tax WhICh would otherwise be_ required to beax shelter is first offered for sale _after
Shelter.” (Form 8264 is also used to regqllsclosed on Form 8264 is protected bi¥ebruary 28, 2000, and that shelter is also
ister tax shelters defined in sectiorin® common law attorney-client privilegea tax shelter under section 6111(c), the
6111(c).) The exemptions from the regis?" the confidentiality privilege under secperson respo_n3|ble for registering the
tration requirements contained in the in_glon 7525_(a), suc_h promoter may (_)mlt theshelter may_elther_ &8 complete z_ind file
structions to the current Form 8264 appl formation bell_eved to be pr|V|IegedFo_rm 8264, including the mformat!on re-
only to tax shelters defined in sectiod™oM Form 8264 if the promoter attach_eaqwre_d by _these temporary regulations for
6111(c). Form 8264 will be revised and* statement to the Form 82_64 as describednfidential corporate tfix she_lters, n(_)t
will include specific requirements and in-N thes_e temporary regulat|_ons. later than th_e d_ay on which an interest in
structions for registering confidential cor- Section 61_11(a)(1) requires a tax shethe shelter is first offered for sale after
porate tax shelters. Until that time, per;er to _be regls'Fered nofc later than the_ ddg?ebruary 28, 2000, or (2)_ complete and
sons responsible for registeringd®" Whlch the first offering for sale of in- file Form 8264 for the section 6111((_:) tax
confidential corporate tax shelters shoullerests in such shelter occurs. Sectioshelter not later than the day on which an
+6111(d)(4) provides that an offer to parinterest in the tax shelter is first offered
ticipate in a confidential corporate taxfor sale under section 6111(a) and then
The temporary regulations provide th(,:1§helter_shall_be treated as an offer for saléle an _amende(_j Form 8264 with the in-
the person registering a confidential cor- Regl_strathn un(_JIe_r these ter_npor_aryormatu_)n required by these temporary
porate tax shelter must provide a detaile@9ulations will be limited to confidential regulations not later than August 26,
gcorporate tax shelters that are offered fd@000.

follow the registration procedures ou
lined in these regulations.

description of the tax shelter, includin :
the structure of the tax shelter and the tzpgle after February 28, 2000. If mterest\s/L Tax Shelter Promoter and Person
benefits. Any written materials presentedf) & confidential corporate tax shelter equired to Redister
in connection with an offer to participate’Vere first offered for sale on or beforeXed g
in the shelter are required to be submittegePruary 28, 2000, the first offer for sale e temporary regulations provide that
with the registration form. of interests in the shelter that occurs aft§fe term “tax shelter promoter” as de-
Consistent with the registration re-February 28, 2000, shall be considered;jneq in section 6111(d)(2) includes a
quirements for tax shelters defined in sedD€ first offer for sale under this section;yy shelter organizer under section
tion 6111(c), the temporary regulations' "€ temporary regulations provide thagq11(e)(1) and §301.6111-1T(Q&A-26
provide that any transactions involvingt'® IRS will consider a registration as.o,gh Q&A-32) and any other person
similar business assets or similar plans &fmely made for a confidential corporat§,hq participates in the organization, man-
arrangements that are offered to corporaf@ Shelter in which interests are offeredgement or sale of a tax shelter (other
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than a person who merely performs sein the shelter even if the agreement to paGpecial Analyses
vices of the kind described in Q&A-33 ofticipate is made without direct discussions ) )
§301.6111-1T) or any person relatedly the participant. This might occur, for [t has been determined that this Trea-
(within the meaning of section 267 orexample, if participation is agreed to>UTy decision is not a significant regula-
707) to such tax shelter organizer or sudhrough an intermediary acting on the part®ry action as defined in Executive Order
other person. ticipant's behalf. 1286(?‘. Therefqre, a regulatory assess-
In addition to the registration rules in The temporary regulations also stat8'€nt is not required. It has also been de-
section 6111, the rules inthata person (first person) will be treateffmined that section 553(b) of the Ad-
§301.6111-1T(Q&A-34 through Q&A- as participating indirectly in (and there.Ministrative Procedure Act (5 U.S.C.
39) apply for determining who must regfore as discussing) a tax shelter if a forch@pter 5) does not apply to these regula-
ister a confidential corporate tax shelter. eign person in which the first person hallons- Itis hereby certified that the collec-
The temporary regulations specify thatat least a 10 percent interest participatd©n ©f information in these regulations
if all of the tax shelter promoters of a conin the shelter with a significant purpose ofVill not have a significant economic im-
fidential corporate tax shelter are foreigrmvoiding or evading the first person’sPact 0n a substantial number of small en-
persons and none of such promoters regiBederal income tax. For example, if a fortiti€s: This certification is based upon the
ters the shelter, any person who discusseign corporation participates in a confifact that the persons responsible for pro-
participation in the shelter must registedential corporate tax shelter with a signif "0ting and registering the transactions
the shelter under section 6111(a). Puieant purpose of reducing its 10 percerfi€Scribed in these regulations are princi-
suant to the authority in sectioncorporate shareholder's Federal incomB2lly large publicly traded corporations,
6111(f)(4), under limited circumstancestaxes, the temporary regulations woul@nd the burden is not significant as de-
the temporary regulations apply to foreigmequire the shareholder to register the ta¢"iP€d €arlier in the preamble. There-
as well as United States persons. For eghelter if all promoters are foreign. fore, a Regulatory Flexibility Analysis
ample, a foreign corporation that partici- For purposes of the registration reYnder the Regulatory Flexibility Act (5
pates in a tax shelter with a significanguirements under section 6111(d)(3), it i¥-S-C- chapter 6) is not required. Pur-
purpose of reducing its United Statepresumed that the tax shelter promotef/@nt to section 7805(f) of the Internal
taxes would be required to register the tamay receive fees in excess of $100,000 fa€venue Code, these temporary regula-
shelter if there were no U.S. promotershe aggregate unless the person wH{PnS will be submitted to the Chief Coun-
and the other requirements of the tempavould be responsible for registering th&€! for Advocacy of the Small Business
rary regulations were satisfied. tax shelter can show otherwise. Administration for comment on their im-
Under the temporary regulations, if all _ _ ~ pacton small business.
the tax shelter promoters of a confidentiaY!!- Investor List Requirement of Section
corporate tax shelter are foreign persons;
any person who discusses participation in Any person who organizes or sells an The principal authors of these regula-
the confidential corporate tax shelter withiarest in a confidential corporate tafions are Mary Beth Collins and Richard
a tax shelter promoter must register thenaiter must maintain a list of persong:astanon, Office of Chief Counsel
shelter within 90 days of beginning sucky o were sold an interest in the tax shelPassthroughs and Special Industries) and
dlsc_ussmns unless one or more of the fols and such other information as requiregebecca Rosen_berg, Office of Chief
lowing occurs: (1) the person does noBy section 6112. See §301.6112_1-|(_20unsel (International). However, other
participate in the shelter and notifies the\ ,andments to the temporary regulationgersonnel from the IRS and Treasury De-
promoter in writing, within the 90-day pe-,nder section 6112 have been publishébartmem participated in their develop-

riod, that the person will not partidpate;concurrently with the temporary regula-ment'

or (Z)b\:Vi'_‘hin thg 90-day Elerio?_, the pke)r'{iﬁ)ns under section 6111(d). Among other
son obtains and reasonably relies on boffjjngs the amended temporary regulag o

i ' doption of Amendments to the
a written statement from one of the ta¥jsns under section 6112 require lists to b@egﬂlations
shelter promoters that such promoter hggaintained with respect to transactions
registered the tax shelter under this segs, \yhich the avoidance or evasion ofaccordingly, 26 CFR parts 301 and 602
tion and a copy of the registration. Federal income tax is considered to be @are amended as follows:

To prevent avoidance of the purposesignificant purpose of the structure of the
of section 6111(d)(3), the temporary régUgansaction, as determined in these tempgART 301—PROCEDURE AND

lations treat any person that participates inrbry sectionAPMINISTRATION

a shelter as having discussed that particé'lll(d)(l)(A), whether or not the transac- Paragraph 1. The authority citation for

pation. Such discussion will be treated a$,ns are offered under conditions of cons- . . .
occurring on the date of the agreement dentiality. part 301 is amended by adding an entry in

participate or, if earlier, any other date the numerical order to read as follows:

person is treated as having discussed pafHl. Effective Date Authority: 26 U.S.C. 7805 * * *
ticipation under any other provision of Section 301.6111-2T also issued under

these regulations. Thus, the participant is The regulations apply to confidential26 U.S.C. 6111(f)(4). * * *
treated as having discussed participatio?Prporate tax shelters in which any interests Par. 2. Section 301.6111-2T is added to
are offered for sale after February 28, 2000ead as follows:
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8301.6111-2T Confidential corporate tax (2) Listed transactions A transaction tended results of the transaction and the
shelters (Temporary). is described in this paragraph (b)(2) if théax shelter promoter (or other person who
(a) In general—(1) Under section transaction is the same as or substantialyould be responsible for registration
6111(d) and this section, a confidentiasimilar to one of the types of transactionsinder this section) reasonably expects the
corporate tax shelter is treated as a tdkat the Internal Revenue Service (IRSfransaction to be presented in the same or
shelter subject to the requirements of setras determined to be a tax avoidancgubstantially similar form to more than

tions 6111(a) and (b). transaction and identified by notice, reguene potential participant, unless the pro-
(2) A confidential corporate tax sheltedation, or other form of published guid-moter reasonably determines that—
is any transaction— ance as a listed transaction for purposes of (i) The potential participant is expected

(i) A significant purpose of the struc-section 6111. If a transaction becomesta participate in the transaction in the ordi-
ture of which is the avoidance or evasiofisted transaction after the date on whichary course of its business (including trans-
of Federal income tax, as described iregistration would otherwise be requiredictions described in §1.6011-4T(b)(3)(iii))
paragraph (b) of this section, for a directinder this section, and if the transactiom a form consistent with customary com-
or indirect corporate participant; otherwise satisfies the confidentiality andnercial practice; and

(ii) That is offered to any potential par-fee requirements of paragraphs (a)(2)(ii) (ii) There is a long-standing and gener-
ticipant under conditions of confidential-and (iii) of this section, registration shallally accepted understanding that the ex-
ity, as described in paragraph (c) of thig all events be required with respect tpected Federal income tax benefits from
section; and any interests in the transaction that are ofhe transaction (taking into account any

(iif) For which the tax shelter promot-fered for sale after the transaction becombination of intended tax conse-
ers may receive fees in excess odomes a listed transaction. However, beuences) are allowable under the Internal
$100,000 in the aggregate, as described tause a transaction identified as a listetBevenue Code for substantially similar
paragraph (d) of this section. transaction is generally considered téransactions.

(3) For purposes of this section, referhave been structured for a significant tax (5) Excepted transactionsThe avoid-
ences to the terrtransactioninclude all avoidance purpose, such a transaction ance or evasion of Federal income tax
of the factual elements necessary to suginarily will have been subject to registrawill not be considered a significant pur-
port the tax benefits that are expected titon under this section before becoming pose of the structure of a transaction if the
be claimed with respect to any entitylisted transaction if the transaction previtransaction is described in either para-
plan, or arrangement, including any seriesusly satisfied the confidentiality and feegraph (b)(5)(i) or (ii) of this section.
of related steps carried out as part of quirements of paragraphs (a)(2)(ii) and (i) In the case of a transaction other
prearranged plan. (iii) of this section. than a transaction described in paragraph

(4) A transaction described in para- (3) Transactions lacking economic sub{b)(2) of this section, the tax shelter pro-
graph (b) of this section is for a direct ostance—(i) Except as provided in para-moter (or other person who would be re-
an indirect corporate participant if it is ex-graph (b)(3)(ii) of this section, a transacsponsible for registration under this sec-
pected to provide Federal income tax bertion is described in this paragraph (b)(3) ifion) reasonably determines that there is
efits to any corporation (U.S. or foreign)the present value of the participant’s reano reasonable basis under Federal tax law
whether or not that corporation partici-sonably expected pre-tax profit (after takfor denial of any significant portion of the
pates directly in the transaction. ing into account foreign taxes as expensexpected Federal income tax benefits

(b) Transactions structured for avoid-and transaction costs) from the transadrom the transaction. Such a determina-
ance or evasion of Federal income-tax tion is insignificant relative to the presention must take into account the entirety of
(1) In general The avoidance or evasionvalue of the participant’'s expected nethe transaction and any combination of
of Federal income tax will be considered-ederal income tax savings from theax consequences that are expected to re-
a significant purpose of the structure of &ansaction. sult from any component steps of the
transaction if the transaction is described (ii) If the substance of the transaction isransaction, must not be based on any un-
in paragraph (b)(2), (3), or (4) of this secthe borrowing of money or the acquisitiorreasonable or unrealistic factual assump-
tion. However, a transaction described iof financial capital by a corporate particitions, and must take into account all rele-
paragraph (b)(3) or (4) of this sectiorpant, the transaction is described in thigant aspects of Federal tax law, including
need not be registered if the transaction jgaragraph (b)(3) only if the present valu¢he statute and legislative history, treaties,
described in paragraph (b)(5) of this semf the Federal income tax deductions ochuthoritative administrative guidance, and
tion. For purposes of this section, Federahe taxpayer to whom the loan or financigjudicial decisions that establish principles
income tax benefits include deductionsgapital is provided significantly exceed=f general application in the tax law (e.g.,
exclusions from gross income, nonrecoghe present value of the pre-tax return déregory v. Helvering 293 U.S. 465
nition of gain, tax credits, adjustments (othe person providing the loan or financia(1935)).
the absence of adjustments) to the basis cdpital. (i) The IRS makes a determination, by
property, and any other tax consequences(4) Other tax-structured transactions published guidance, individual ruling
that may reduce a taxpayer's Federal irA transaction is described in this paraunder paragraph (b)(6) of this section, or
come tax liability by affecting the timing, graph (b)(4) if it has been structured t@therwise, that the transaction is not sub-
character, or source of any item of inproduce Federal income tax benefits thgéct to the registration requirements of
come, gain, deduction, loss, or credit.  constitute an important part of the inthis section.
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(6) Requests for ruling If a tax shelter The depreciation deductions on the leased properglosure or use in any other manner, such as
promoter (or other person who would bére then allocated 99 percent to X and one percent\phere the transaction is claimed to be pro-
responsible for registration under this sed oM o . prietary to the tax shelter promoter or any
. . . B .~ (ii) Analysis The transaction is described in
tion) is uncertain whether a transaction igaragraph (b)(3)(i) of this section because the pr&arty other than the offeree. An offeree’s
properly classified as a confidential corsent value of X's reasonably expected pre-tax proffprivilege to maintain the confidentiality of
porate tax shelter or is otherwise unceftom the transaction is insignificant relative to thea communication relating to a tax shelter

tain whether registration is required undefpresent value of X's expected net Federal incomg, \yhich the taxpayer might participate or

. . x savings from the transaction. Therefore, unle: . . . . 3
this section, that person may, on or bef0|1§r0moter can reasonably determine that the IREaS agreed to participate, including an of

the date that registration would otherwisg,o,id have no reasonable basis for denial of an\er€e’s confidential communication with
be required under this section, submit &gnificant portion of the Federal income tax benethe offeree’s attorney, is not itself a condi-
request to the IRS for a ruling as tdits intended for X, the transaction is described iion of confidentiality.
whether the transaction is subject to thearagraph (b)(1) of this section. ~ (2) Presumption Unless facts and cir-
registration requirements of this section, =x@MPle 2-() Facts ¥ has designed a combi- o, o401 cag clearly indicate otherwise, an
. nation of financial instruments to be issued as a . _ .
If the request fully discloses all relevant,cyage by corporations. The financial instrument@ffer is not considered made under condi-
facts relating to the transaction, that pefare expected to be treated as equity for financial atbons of confidentiality if the tax shelter
son’s potential obligation to register thesounting purposes and as debt giving rise to allowaromoter enters into a written agreement
transaction will be suspended during th&ble interest deductions for Federal income tax pu{gith each person who participates or dis-
period that the ruling request is pendin@?f:iss'inY reasonably expects to present this methadsso o o rticination in the transaction and
. g capital to more than one potential corpo- B
and, if the IRS subsequently concludegye participant. Assume the transaction is not d&UCh agreement expressly authorizes such
that the transaction is a confidential corscribed in paragraph (b)(3) of this section. Assumpersons to disclose every aspect of the
porate tax shelter subject to registratiothat, because of the unusual nature of the combinransaction with any and all persons,
under this section, until the sixtieth dayion of financial instruments, ¥ cannot conclude eiyithoyt limitation of any kind.
after the issuance of the ruling (or, if thé"" that the transaction represented by the financial ) yatermination of feesAll the facts
. ) . instruments is in customary commercial form or that . ;i
request is withdrawn, sixty days from th@nere is a long-standing and generally accepted ugNd Circumstances relating to the transac-
date that the request is withdrawn). In theerstanding that interest deductions are available ton will be considered when determining
alternative, that person may register thigsuers of substantially similar combinations of fithe amount of fees, in the aggregate, that
transaction in accordance with the refancial instruments. Further, assume that Y cannghe tax shelter promoters may receive.
quirements of this section and append '§250nably determine that the IRS would have ng o\ rhoses of this paragraph (d), all
777 réasonable basis to deny the deductions. . .
statement to the Form 8264, “Application iy analysis The transaction represented by thiConsideration that tax shelter promoters
for Registration of a Tax Shelter,” whichcombination of financial instruments is a transactiofinay receive is taken into account, includ-
states that the person is uncertain whethdgscribed in paragraph (b)(4) of this section. Howing contingent fees, fees in the form of
the transaction is required to be registere®ye". if Y is uncertain whether this transaction is deaquity interests, and fees the promoters
as a confidential corporate tax shelter, argj">cd In Paragraph (b)(#) of this section, or is othy o 1o caive for other transactions as con-
. ) . erwise uncertain whether registration is required, Y. . .
that the Form 8264 is being filed on a progay apply for a ruling under paragraph (b)(6) of thiSideration for promoting the tax shelter.
tective basis. section, and the transaction will not be required to bEOr example, if a tax shelter promoter
(7) Examples.The following examples registered while the ruling is pending or for sixtymay receive a fee for arranging a transac-
illustrate the application of paragraphglays thereafter. ) o tion that is a confidential corporate tax
(b)(1) through (b)(5) of this section. As- (C) Conditions of confidentialit-(1)In  ghelter and a separate fee for another
sume, for purposes of these examplegeneral All the facts and circumstancesyansaction that is not a confidential cor-
that the transactions are not the same as'6fting to the transaction will be considygrate tax shelter, part or all of the fee
substantially similar to any of the types of"®d when determining whether an offer ig5iq with respect to the other transaction
transactions that the IRS has identified 48ade under conditions of confidentialityyay pe treated as a fee paid with respect
listed transactions for purposes of sectiofi described in section 6111(d)(2), includy, the confidential corporate tax shelter if
6111 and thus are not described in par#!d prior conduct of the parties. Pursuanfye facts and circumstances indicate that
graph (b)(2) of this section. The examl© Section 6111(d)(2)(A), if an offeree’syye fee paid for the other transaction is in
ples are as follows: disclosure of the structure or tax aspects @gnsideration for the confidential corpo-
Example () Facts Promoter organizes a the fransaction is limited in any way by angte tax shelter. For purposes of deter-
;Le:gisactlortl_tbe:\rl]vete'n X,?U.s. C(tjrtpolr:atlfn, ?r_ld FC,express or I.mplled understandlng Ofnining whether the tax shelter promoters
gn entity that is not subject to Federal incomeygreement with or for the benefit of anymay receive fees in excess of $100,000,

tax. FC contributes cash to PRS, a partnership, ; ; . .
exchange for a 99 percent partnership interest |Hnéx shelter promoter, an offer is considerefhe fees from all substantially similar

PRS. Promoter is initially the only other partner if"@de under conditions of confidentialitysyansactions are considered part of the
PRS. FC will receive a market rate of return on itvhether or not such understanding 0gzme tax shelter and must be aggregated.
cash contribution and a fee for participating in th@greement is legally binding. Pursuant to (e) Registratior—(1) Time for register-
transaction. PRS purchases personal property aggction 6111(d)(2)(B), an offer will also belng—(i) In general A tax shelter must be

then leases it. PRS sells its right to the lease pay- .; i . .
ments in exchange for cash. PRS allocates 99 p¥on5|dered made under conditions of COltegistered not later than the day on which

cent of the income from the sale to FC and one pefidentiality in the absence of any such unge first offering for sale of interests in the
cent to Promoter. PRS retains the leased properfferstanding or agreement if any tax shelt@helter occurs. An offer to participate in a
Shortly after PRS’s sale of the lease payments, gromoter knows or has reason to kno"(\fonfidential corporate tax shelter shall be
buys FC's 99 percent partnership interest in PR$hat the transaction is protected from dis-
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treated as an offer for sale. If interests iregister tax shelters defined in sectionegister a confidential corporate tax shel-
a confidential corporate tax shelter wer€111(c).) The exemptions from the register under section 6111 uses a subsequent
first offered for sale on or before Februaryration requirements contained in the inversion of the Form 8264, the person
28, 2000, the first offer for sale of inter-structions to the current Form 8264 applynust complete the appropriate parts of the
ests in the shelter that occurs after Febrenly to tax shelters defined in sectiorrevised form and follow the applicable in-
ary 28, 2000, shall be considered the fir€§111(c). Similar to the treatment pro-structions.
offer for sale under this section. vided under Q&A-22 and Q&A-48 of (iv) Tax shelters that constitute both
(ii) Certain registrations deemed8301.6111-1T, transactions involvingsection 6111(c) and section 6111(d) tax
timely—(A) In general The IRS will similar business assets and similar plarshelters If a person is registering an
consider a registration as timely made foor arrangements that are offered to corp@rangement that is both a confidential
a confidential corporate tax shelter irrate taxpayers by the same person or reerporate tax shelter and a section 6111(c)
which interests are offered for sale aftelated persons are aggregated and constdx shelter, the person must follow the re-
February 28, 2000, if the tax shelter i®red part of a single tax shelter. Howeveguirements of this section and the instruc-
registered no later than August 26, 2000n contrast with the requirement of Q&A-tions for Form 8264. In such a situation,
If an interest in a confidential corporate48 of 8301.6111-1T, the tax shelter prothe taxpayer must complete the entire
tax shelter is first offered for sale aftemoter may file a single Form 8264 withform because the tax shelter is a section
February 28, 2000, and the tax sheltaespect to any such aggregated tax sheltéf11(c) tax shelter and, if using Form
also constitutes a tax shelter under sectigomovided an amended Form 8264 is file@264 (Rev. 11-99), type or legibly print
6111(c), the persons responsible for regise reflect any material changes and to in‘Confidential Corporate Tax Shelter filed
tering the tax shelter may either completelude any additional or revised writtenunder §301.6111-2T" at the top of Form
and file Form 8264, “Application for materials presented in connection with aB264 and include the information required
Registration of a Tax Shelter”, includingoffer to participate in the shelter. Furtherin paragraphs (e)(2)(ii)(C) and (D) of this
the information required by paragraptimore, all transactions that are part of theection because the tax shelter is also a
(e)(2) of this section, not later than thesame tax shelter and that are to be carriednfidential corporate tax shelter. If an
day on which an interest in the tax sheltesut by the same corporate participant (crrangement is both a section 6111(c) tax
is first offered for sale after February 28pne or more other members of the sanshelter and a confidential corporate tax
2000, or complete and file Form 8264affiliated group within the meaning ofshelter and is a transaction described in
“Application for Registration of a Tax section 1504) must be registered on thine “Exemptions from Registration” sec-
Shelter”, for the section 6111(c) tax shelsame Form 8264. tion of the instructions for Form 8264
ter not later than the day on which an in- (ii) Interim registration procedure (Rev. 11-99), the person registering the
terest in the tax shelter is first offered fotntil Form 8264 and its instructions arearrangement must comply with the re-
sale under section 6111(a) and then file aevised to incorporate the provisions ofjuirements of this section to register the
amended Form 8264 with the informatiorthis paragraph (e)(2)(ii), the person rearrangement as a confidential corporate
required by paragraph (e)(2) of this secsponsible for registering a confidentiatax shelter.
tion not later than August 26, 2000. corporate tax shelter must— (3) Claims of privilegd(i) In any case
(B) Special rule If a transaction be- (A) Type or legibly print “Confidential in which an attorney or federally autho-
comes a confidential corporate tax shelta€orporate Tax Shelter Filed Underized tax practitioner within the meaning
(e.g., because of a change in the law &301.6111-2T" at the top of Form 8264f section 7525 is the person required to
factual circumstances, or because th@ev. 11-99), “Application for Registra-register a confidential corporate tax shel-
transaction becomes a listed transactiotipn of a Tax Shelter”; ter, and that person believes that informa-
subsequent to the first offering for sale (B) Complete Part | and lines 1a, 2, 3tion required to be disclosed under para-
after February 28, 2000, and the transad- 6, and 12 in Part Il of Form 8264; graph (e)(2) of this section is protected by
tion was not previously required to be (C) In the section titled “Explanation ofthe attorney-client privilege or by the con-
registered as a confidential corporate taltems” on Form 8264, provide a detailedidentiality privilege of section 7525(a),
shelter under this section, the transactiotescription of the tax shelter, including any information omitted from the Form
must be registered under this section if indescription of the structure of the tax shel8264 on the basis of such a claim must be
terests are offered for sale after the tranger and the intended tax benefits; supported by a statement attached to
action becomes a confidential corporate (D) Attach any written materials thatForm 8264 which satisfies the require-
tax shelter. The transaction must be registe presented to potential participants iments set forth in paragraph (e)(3)(ii) of
tered by the later of the next offering forronnection with the offering of sales ofthis section.
sale of interests in the shelter or Augushterests in the tax shelter, including any (ii) A statement supporting a claim of
26, 2000. analyses or opinions relating to the inprivilege must be signed by the attorney
(2) Procedures for registering-(i) In tended tax benefits of the shelter; and or federally authorized tax practitioner
general To register a confidential corpo- (E) Sign the Form 8264 and send it tainder penalties of perjury, must identify
rate tax shelter, the person responsible fohe Internal Revenue Service Centerach document or category of information
registering the tax shelter must file FornKansas City, MO 64999. for which a claim of privilege is made,
8264, “Application for Registration of a (iii) Use of subsequent versions oénd must include the following represen-
Tax Shelter”. (Form 8264 is also used téorm 8264 If a person who is required totations with respect to each document or
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category of information for which thefies the tax shelter promoter in writing,and “at least” for “more than” each place
privilege is claimed— within 90 days of beginning such discusi appears. In addition, section 6038(e)(2)
(A) Specifically represent that the in-sions, that the person will not participateshall be applied for these purposes with-
formation was a confidential practitioner-or out regard to the constructive ownership
client communication and, in the case of (B) Within 90 days after beginningrules of section 318 and by treating stock
information which a federally authorizedsuch discussions, the person obtains aad owned if it is owned directly or indi-
tax practitioner claims is privileged undereasonably relies on both— rectly. Section 6038(e)(3) shall be ap-
section 7525, that the omitted information (1) A written statement from one of theplied for these purposes without regard to
was not part of tax advice that constitutethx shelter promoters that such promotehe last sentence of section 6038(e)(3)(B).
the promotion of a tax shelter within thehas registered the tax shelter under thisny beneficiary with a 10 percent or
meaning of section 7525(b); section; and more interest in a foreign trust or estate
(B) Specifically represent that the per- (2) A copy of the registration. shall be treated as controlling that trust or
son required to register (and, to the best of (iii) Determination of foreign status estate for purposes of this paragraph
such person’s knowledge and belief, alFor purposes of this paragraph (9)(2), &)(2)(v).
others in possession of the omitted inforperson must presume that all tax shelter (vi) Other rules—(A) For purposes of
mation) did not disclose the omitted inforpromoters are foreign persons unless thbe registration requirements under sec-

mation to any person whose receipt gberson either— tion 6111(d)(3), it is presumed that the tax

such information would result in a waiver (A) Discusses participation in the taxshelter promoters will receive fees in ex-

of the privilege. shelter with a promoter that is a Unitectess of $100,000 in the aggregate unless
(f) Definition of tax shelter promoter States person; or the person responsible for registering the

For purposes of section 6111(d)(2) and (B) Obtains and reasonably relies on #ax shelter can show otherwise.

this section, the term “tax shelter prowritten statement from one of the promot- (B) Any person treated as a tax shelter
moter” includes a tax shelter organizer asrs that at least one of the promoters ismromoter under section 6111(d) solely by
defined in section 6111(e)(1) andUnited States person. reason of being related (within the mean-
8301.6111-1T(Q&A-26 through Q&A- (iv) Discussion Discussing participa- ing of section 267 or 707) to a foreign
32) and any other person who participateé#on in a transaction includes discussingromoter will be treated as a foreign pro-
in the organization, management or saleuch participation with any person thamoter for purposes of this paragraph
of a tax shelter (other than a person whoonveys the tax shelter promoter’s profg)(2).

merely performs services of the kind deposal. For purposes of this paragraph (h) Effective dateThis section applies
scribed in Q&A-33 of 8301.6111-1T) or(g)(2), any person that participates dito confidential corporate tax shelters in
any person related (within the meaning afectly or indirectly in a transaction will bewhich any interests are offered for sale
section 267 or 707) to such tax shelter otreated as having discussed participaticafter February 28, 2000. If an interest is
ganizer or such other person. Any persan the transaction not later than the date aold after February 28, 2000, it is treated
that satisfies this requirement must conthe agreement to participate. Thus, a taas offered for sale after February 28,
ply with the requirements under sectiorshelter participant will be treated as hav2000, unless the sale was pursuant to a
6112. ing discussed participation in the transaawritten binding contract entered into on or

(g) Person required to register(1) Tax tion even if all discussions were con-before February 28, 2000.
shelter promoters In addition to the rules ducted by an intermediary and the Par. 3. In 8602.101, paragraph (b) is
in section 6111, taxpayers must use thegreement to participate was made indamended by adding an entry for
rules of 8301.6111-1T (Q&A-34 throughrectly through another person acting 08301.6111-2T to read as follows:

Q&A-39) in determining the circumstanceghe participant’s behalf (for example,

under which a tax shelter promoter mughrough an intermediary empowered t&602.101 OMB Control numbers.
register a confidential corporate tax sheltesommit the participant to participate in* * * * *

described in section 6111(d). the shelter). (b) ***

(2) Persons who discuss the transac- (v) Special rule for controlled entities Charles O. Rossotti,
tion; all promoters are foreign persors A person (first person) will be treated as
(i) In general If all of the tax shelter pro- participating indirectly in a confidential
moters of a confidential corporate taxcorporate tax shelter if a foreign persoipproved February 23, 2000.
shelter are foreign persons, any persasontrolled by the first person participates
who discusses participation in the transadn the shelter, and a significant purpose of
tion must register the shelter under thithe shelter is the avoidance or evasion of
section within 90 days after beginninghe first person’s Federal income tax. For
SUC“h discuss_ions. . . purposes of t_his paragrap_h ©)(2)Vv), Con('FiIed by the Office of the Federal Register on Feb-

(i) Exceptions Registration by a per- trol of a foreign corporation or partner-yyary 28, 2000, 8:45 a.m., and published in the issue
son discussing participation in a transacship will be determined under the rules off the Federal Register for March 2, 2000, 65 F.R.
tion is not required if either— section 6038(e)(2) and (3), except thakl215)

(A) The person does not participate, disuch section shall be applied by substitut-
rectly or indirectly, in the shelter and noti-ing “10” for “50” each place it appears

Commissioner of Internal Revenue

Jonathan Talisman,
Acting Assistant Secretary
of the Treasury.
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CFR Part or Section Where Current OMB

Identified and Described Control No.

B0 6L 02T . e 1545-1687
Section 6112.— Organizers and These regulations are being issuedublished in thé-ederal Register
Sellers of Potentially Abusive without prior notice and public procedure i .

Tax Shelters Must Keep Lists of ~ Pursuant to the Administrative Procedur&XpPlanation of Provisions
Investors Act (5 U.S.C. 553). For this reason, thg Potentially Abusive Tax Shelter

collections of information contained in
26 CFR 301.6112-1T: Questions and answers  these regulations have been reviewed Section 6112 provides that any person
relating to the requirement to maintain alistof ~ and, pending receipt and evaluation ofvho organizes or sells any interest in a
investors in potentially abusive tax shelters public comments, approved by the Officgpotentially abusive tax shelter must

(Temporary). o o e
of Management and Budget under commaintain a list identifying each person
T.D. 8875 trol number 1545-1686. Responses twho was sold an interest in such shelter.
these collections of information areA potentially abusive tax shelter under
mandatory. section 6112 includes any investment that
DEPARTMENT OF THE TREASURY An agency may not conduct or sponsors required to be registered with the IRS
Internal Revenue Service and a person is not required to respond tas a tax shelter under section 6111, and
26 CFR Parts 301 and 602 a collection of information unless the col-any other entity, plan, or arrangement, if
. s lection of information displays a valid specified in regulations, that has a poten-
ReqUIrem_entS to M_alntaln L'_St of OMB control number. tial for tax avoidance or evasion. Any
Investors in Potentially Abusive For further information concerning theseperson who is required to maintain a list
Tax Shelters collections of information, and where tounder section 6112 must make the list

submit comments on the collections of inavailable for inspection upon request by
formation and the accuracy of the estimateithe Secretary of the Treasury, and gener-
burden, and suggestions for reducing thislly must retain any information required
ACTION: Temporary regulations. burden, please refer to the preamble to thie be included on the list for seven years.
: . ross-referencing noti f pr ruleReferences in these regulations to the
SUMMARY: This document contalnsC oss-reterencing ofice of proposed w S 9
: o - making REG-103736-00, page 768. term “transaction” include all of the fac-
temporary regulations requiring the main- .
. . . . Books or records relating to a collectual elements necessary to support the tax
tenance of lists of investors in potentially. ; : : ) .
. . : tion of information must be retained adenefits that are expected to be claimed
abusive tax shelters described in sectign : X .
. ong as their contents may become matewith respect to any entity, plan, or
6112. The temporary regulations affect s . ) . . .
. . . ial in the administration of any internalarrangement, including any series of re-
organizers of potentially abusive tax shel- :
revenue law. Generally, tax returns anthted steps carried out as part of a pre-
ters. The text of these temporary regula- . . ! !
ax return information are confidential, asarranged plan.

tions also SErves as the t?Xt of th? proriéquired by 26 U.S.C. 6103. Section 6112 authorizes the Secretary
posed regulations set forth in the notice o

proposed rulemaking on this subject iBack d of the Treasury to specify in regulations
ackgroun ; :
REG—-103736-00, page 768. transactions other than those subject to

This document amends 26 CFR parrtegistration under section 6111 that have a
DATES: Effective date These temporary 301 regarding the requirement to maintaifotential for tax avoidance or evasion.
regulations are effective February 28yists of investors in potentially abusive tax! Ne conference report accompanying sec-
2000. _ shelters under section 6112. Section 670" 6112 explains that “in designating
Applicability date For dates of applica- provides penalties for failing to maintainthese other arrangements, the Secretary
bility, see A-22 of §301.6112-1T of thesey, o investor list under section 6112. may, for example, specifically identify
regulations. pes of investments, or may provide that

AGENCY: Internal Revenue Service
(IRS), Treasury.

The temporary regulations have beel , X e c
FOR FURTHER INFORMATION CON- drafted in question and answer forma@"Y investment falling within a modified
TACT: Richard Castanon, (202) 622:No inference should be drawn regardin®"™ Of the definition of tax shelter for
3080, or Mary Beth Collins, (202) 622-issues not raised or because certain qudggrstration pUrpOSEs IS subject to the list-
3070, (not toll-free numbers). tions and not others are included. Thi9 requirement.” H.R. GNF Rer No.

~ temporary regulations contained in thi$61, 98th Cong., 2d Sess. 982 (1984).
SUPPLEMENTARY INFORMATION: document will remain in effect until addi- Concurrent with the addition of these

Paperwork Reduction Act tional temporary or final regulations areamendments to the temporary regulations
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under section 6112, the Service has issusikty days thereafter. ensure that the IRS is able to identify all
temporary and proposed regulations . of the tax shelters that have been offered
under section 6111(d) relating to the reg!l- ©Ordganizer Also Includes Promoter v a5 grganizer or seller and that are
istration of confidential corporate tax The regulations provide that for pur_structured in a similar manner, the regula-
shelters. These regulations under SeCti%ses of the list requirement, an organizéions further provide that the list for each
6112 follow a modified form of the defin- .| des a promoter as defined in sectiol@X shelter must identify each other tax
ition of a confidential corporate tax shel-6111(d)(2)’ as well as any person desi shelter (if any) that the organizer or seller
ter under section 6111(d)(1) for purposegated as an organizer under the existi%as offered that has not been treated as
of defining the potentially abusive taxtemporary regulations. A promoter is an art of the same tax shelter, but that uti-
shelters that are subject to the list requiresorson who participates in the organizizes a similar structure or is intended to
ment under section 6112. Under the mo%—on’ management, or sale of the tax shaproduce similar tax benefits.

ified definition, as under sectionig, o any related person (within the It is recognized that, in the absence of a
6111(d)(2)(A), the term “potentially abu'meaning of section 267 or 707). limitation on the disclosure obligation

sive tax shelter” includes a transaction for under section 6112, there could be situa-
which a significant purpose of the strucidll. Information to be Included on List  tions in which section 6112 and the tem-
ture of the transaction is the avoidance or porary regulations would require an orga-

evasion of Federal income tax. The rules S€ction 6112 authorizes the Secretaryi;or or a4 seller of a potentially abusive
set forth in the temporary regulation! the Treasury to specify the information,y ghelter to disclose information that is
under section 6111(d) are applicable iff'@t organizers and sellers of interests ignenyise protected by the common law
determining whether a significant purpos@0tentially abusive tax shelters are rezyomey.client privilege or by the privi-
of the structure of a transaction is th@uired toinclude as part of the lists of perfge for confidential tax advice under sec-
avoidance or evasion of Federal incom&oNS Who were sold interests in the tay,, 7525(a). The temporary regulations
tax. shelters. The temporary regulations modsyide that, in any case in which an or-
For purposes of section 6112, the defirly the information that must be includedyapizer or a seller of a potentially abusive
ition of tax shelter under section@S part of the lists and made available fqLy shelter believes that information re-
6111(d)(1) has been modified in two reinSPection by the IRS. The regulationg, ired to be maintained as part of the list
spects: (1) the limitation of sectionProvide thatin addition to the informationq that tax shelter is protected by the at-
6111(d)(1)(B) to transactions offered tUrrently required under A-17 ofomay. client privilege or constitutes con-
any potential participant under condition§301-6112-1T, each list must include (jyential tax advice protected under sec-
of confidentiality does not apply for pur-& detailed description of the tax sheltefj,, 7505(5), such information may be
poses of section 6112; and (2) the limitatNat describes both the structure of the t&¥jihneid from disclosure to the Service,
tion of section 6111(d)(1)(C) to transacShelter and the intended tax benefits fqf,q\iqeqd that the organizer or seller pro-
tions in which the promoters may receiv@articipants in the tax shelter, (2) thg;jes the Service with a statement signed
fees in excess of $100,000 does not appRount of money invested or to be inyqer penalties of perjury with informa-
for purposes of section 6112. Therefore/€Sted by each person who is required i@, ang representations required in that
certain categories of transactions that aRf included on the list, (3) a summary oLatement that are the same as those re-
not subject to registration under sectiofchedule of the tax benefits that each sugfireq by the regulations under section
6111 may be subject to the list requirePerson is intended or expected to derivgy11(q) if the promoter of a confidential
ment of section 6112, including any non{fom participation in the tax shelter, if .o horate tax shelter asserts that informa-
confidential transactions offered directly"oWn by the organizer or seller, and (4o required to be included with Form
or indirectly to corporate participants cOPies of any additional written materialsgyg4 «ppplication for Registration of a

significant purpose of the structure offcluding tax analyses and opinions, relatray ghelter,” is privileged.
which is the avoidance or evasion of Fednd 0 the tax shelter that have been given
eral income tax within the meaning ofl0 any potential participant in the tax sheltV. Effective Date

section 6111(d) and the regulations therd€" OF {0 any representatives, tax advisors, : .
under. @ J or agents of potential participants by the AN organizer or a seller must maintain
Section 301.6111-2T provides a proceQrga”izer or seller or by any other persoft list with respect to any interest acquired

dure for obtaining rulings as to whether ¥/N0 has participated in the offering of they an investor in a potentially abusive tax

. , s x shelter (excluding anv written materiShelter after February 28, 2000. If a trans-
transaction is subject to registration undef’ ( g any tion becomes a potentially abusive tax

§301.6111-2T. The same procedure shei“s that the organizer or seller has nev&C ! ) ¢
be available to a person WII'J\O is uncertaifoSsessed). shelter after interests are acquired by in-

whether a transaction constitutes a poten- Generally, a separate list must be maiﬁ/_es.,t(zr_s, a?- ?rgglnlzer o;ta sellgrtmustt
tially abusive tax shelter for which a list!@ined for each potentially abusive ta)-malhn ana’s respe% ?anyhm eres

must be maintained under section 6118helter. Moreover, the temporary regulal (e tLansactmn acquirec ﬁterbt € trans-
and the requirement to maintain a lisions provide that interests in_substantiall?ﬁt'ﬁn i%odn:,es allpcitr?ntlllgsy a}”usQ/e tkax
available for inspection by the Secretargimilar tax shelter transactions that aré ?nseréct anl Iﬁg?fgr’ N eotenti\glll r;?)u?ve

shall be suspended during the period thaP!d to different persons generally are ISP Y P Y

- - - e treated as interests in the same t&&X Shelter, other than a tax shelter de-
such ruling request is pending and foEhelter for purposes of section 6112. Tacribed in section 6111(c), until August
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26, 2000. The lists required by the pre- Paragraph 1. The authority citation for (b) Section 301.6111-2T provides a
ceding two sentences with regard to intepart 301 is amended by adding an entry iprocedure for obtaining rulings as to
ests acquired in potentially abusive taxiumerical order to read in part as followswhether a transaction is subject to regis-

shelters must contain the information re- Authority: 26 U.S.C. 7805 * * * tration under §301.6111-2T. The same
quired by A-17 of this section as it relates Section 301.6112-1T also issued undgrrocedure shall be available to a person
to such interests. The rules that appl26 U.S.C. 6112.* * * who is uncertain whether a transaction
with respect to interests acquired in po- Par. 2. Section 301.6112-1T isconstitutes a tax shelter for which a list
tentially abusive tax shelters on or beforamended as follows: must be maintained under this section.
February 28, 2000, are contained in 26 1. The last sentence of A-3 is revised. The requirement to make a list which con-
CFR part 301 revised as of April 1, 1999. 2. A-4 s revised. tains the information required by this sec-

, 3. Two sentences are added at the etidn available for inspection by the Secre-
Special Analyses of A-5. tary shall be suspended during the period
4. Asentence is added at the end of Ahat such ruling request is pending and for

sixty days thereafter; however, if it is ulti-

It has been determined that this Trea-

sury decision is not a significant regula—7' ) _ ) o
tory action as defined in Executive Order 5. Paragraph (c) of A-8 is revised. mately determined that the transaction is a

12866. Therefore, a regulatory assess- 6. The first sentence of A-9 is removedax shelter, the pendency of such a ruling
ment is not require(’i It also has been g@nd two new sentences are added in itequest shall not affect the requirement to

termined that section 553(b) of the AdPlace. maintain the list or limit the participants
ministrative Procedure Act (5 U.S.C. 7. The second sentence of the intraequired to be included on the list or the
chapter 5) does not apply to these regu@_uctory text of A-11 is revised. other informati_on required to be included
tions. Itis hereby certified that the collec- 8- Paragraphs (a) and (b) of A-13 aras part of the list.
tion of information in these regulations™®vised- R _ _
will not have a significant economic im- 9. A-14 is revised. A-5. * ** An organizer also includes a
pact on a substantial number of small en- 10. The first sentence of the introducpromoter described in section 6111(d)(2).
tities. This certification is based upon thdory text of A-15 is revised. Under section 6111(d)(2), a promoter is
fact that persons responsible for maintain- 11. A-17 is revised. any person who participates in the organi-
ing the investor lists described in the reg- 12. Two sentences are added at the emdtion, management, or sale of the tax
ulations are principally large publicIyOfA'18' _ _ shelte_r or any r_elated person (within the
traded corporations and the burden is not 13. A-22_ is revised. N meaning of section 267 or 707).
significant, as described in the preamble. "€ additions and revisions read as fok * * * *

lows: A-7. *** In addition, in any case in

Therefore, a Regulatory Flexibility . } . -
Analysis under the Regulatory FIexibiIity§301'6112_1T Questions and answers ravhich a person has directly or indirectly

Act (5 U.S.C. chapter 6) is not requiredl.ati_ng to the re_quiremen_t to mainta_in a listpaid consider_ation to a_n_organizer or
Pursuant to section 7805(f) of the Interna?f investors in potentially abusive taxseller for the rlght to participate in a tax
shelters (temporary). shelter, for services necessary to the orga-
tions will be submitted to the Chief Coun- " ** nization or structure of such tax shelter, or
sel for Advocacy of the Small Business A-1_3. *** See §301.6111—_1T fqr rules for _mfo_rmatlon that is integral to pgrym-
Administration for comment on its impactrelat'ng to tax shelter reg|§trat|0n an_cpanon in such_ tax shelter, the part_|C|pant
on small business. §301_.6111—2T for rules relatmg_to cqnfl-_shall be_ considered to have acquired an
dential corporate tax shelter registration. interest in the tax shelter and to have been
Drafting Information *okok ok k sold an interest in the tax shelter by the
o A-4. (a) Yes. For purposes of the lisbrganizer or seller.
. The principal authors pf these r?9U|afequirement, a tax shelter includes any ta* * * *
tions are Mary Beth Collins and Richardypejter that is a projected income invest- A-8. * * * (c) Any transfer of an inter-
Castanon, Office of Chief Counselnent a5 defined in A-57A of est made by or through a person related
(Passthroughs and Special Industriesgany 611117, and any transaction a sidas defined in section 465(b)(3)(C)) to the
However, other personnel from the IRSyificant purpose of the structure of whichorganizer or the tax shelter (provided the
and Treasury Department participated ify the ayoidance or evasion of Federal irerganizer is involved in the tax shelter on
their developine*nt.* . come tax within the meaning of sectiorthe date of the transfer);
6111(d)(1)(A) and 8301.6111-2T(b). For** * *

this purpose, as under 8301.6111-2T, the A-9. An organizer has a duty to make a
term transactionincludes all of the fac- reasonable inquiry only with respect to
tual elements necessary to support the téasansfers of interests in the tax shelter

Accordingly, 26 CFR parts 301 andbenefits that are expected to be claimemhade by a seller described in paragraph
602 are amended as follows: with respect to any entity, plan, or(a) of A-6 of this section who acquired the
arrangement, including any series of renterests from the organizer or a person
lated steps carried out as part of a preelated (as defined in section
arranged plan. 465(b)(3)(C)) to the organizer, or the tax

Revenue Code, these temporary regul

Adoption of Amendments to the
Regulations

PART 301—PROCEDURE AND
ADMINISTRATION
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shelter or a person related (as defined motice substantially in the form prescribegbant in the shelter if known to the orga-
section 465(b)(3)(C)) to the tax sheltein paragraph (c) of this A-13. nizer or seller;
(provided the organizer is involved in ther * * * * (4) If applicable, the number of units
tax shelter on the date the interest is trans-A-14. Yes. Any seller described in(i.e., percentage of profits, number of
ferred to the seller). See Q&A-8 of thisparagraph (a) of A-6 of this section whashares, etc.) acquired by each person who
section. * * * does not sign a designation agreemerd required to be included on the list;
*okok ok k under A-12 of this section (including or- (5) The date on which each interest was
A-11. * * * Organizers and sellers mayganizers who are such sellers) with reacquired;
not designate one person to maintain a lispect to a tax shelter that is required to be (6) The amount of money invested in
for the tax shelter, however, unless the tacegistered under section 6111 must prdhe tax shelter by each person required to
shelter is timely and properly registerediide a notice to all investors (within thebe included on the list under A-8 or A-10
under section 6111 or unless the tax shaheaning of paragraph (c) of A-6 of thisof this section;
ter is described in Q&A-4 of this sec-section) who acquire interests in the tax (7) A detailed description of the tax
tion.* * * shelter from the seller. The notice musshelter that describes both the structure of
*okok ok k be substantially in the form prescribed irthe tax shelter and the intended tax bene-
A-13. (a) If the tax shelter is required tgparagraph (c) of A-13 of this section exfits for participants in the tax shelter;
be registered under section 6111 at theept that the notice must include the name (8) A summary or schedule of the tax
time an agreement under A-12 of this se@nd address of the designated person. Ienefits that each person is intended or
tion is signed, a seller or an organizer whthe case of a tax shelter described in A-dxpected to derive from participation in
signs the agreement shall not be subject & this section, a notice to investors neethe tax shelter, if known by the organizer
penalty under section 6708 for failing tonot be provided until such time, if any, a®r seller;
maintain a list provided that the seller othe tax shelter ceases to be a projected in-(9) Copies of any additional written
organizer— come investment under A-57G ofmaterials, including tax analyses or opin-
(1) Submits to the designated person a§301.6111-1T, or the tax shelter becomésns, relating to the tax shelter that have
of the information that the organizer orsubject to the registration requirementbeen given to any potential participants in
seller otherwise would be required tainder section 6111. In such a case, thike tax shelter or to any representatives,
maintain on a list (as described in A-8, Aseller shall provide, with the notice, artax advisors, or agents of such potential
10, and A-17 of this section); and explanation that the tax shelter has ceasedrticipants by the organizer or seller or
(2) Provides to each investor (withinto be a projected income investment, doy any other person who has participated
the meaning of paragraph (c) of A-6 othat the tax shelter has otherwise beconie the offering of the tax shelter (exclud-
this section) otherwise required to be insubject to the registration requirementsg any written materials that the orga-
cluded on a list maintained by such orgainder section 6111, whichever applies. nizer or seller has never possessed);
nizer or seller a notice in the form pre+ * * ** (10) If the interest was not acquired
scribed in paragraph (c) of this A-13. A-15. An investor who retransfers anfrom the person maintaining the list, the
(b) If the tax shelter is described in A-dinterest in a tax shelter that is described iname of the person from whom the inter-
of this section at the time an agreemert-4 of this section, is not required toest was acquired; and
under A-12 of this section is signed, anaintain a list with respect to the retrans- (11) The name and address of each
seller or an organizer who signs the agreéer unless prior to the retransfer the taagent of the person maintaining the list
ment shall not be subject to penalty undeshelter ceases to be a projected income iwho is described in paragraph (b) of A-6
section 6708 for failing to maintain a listvestment under A-57G of §301.6111-1Tof this section.
provided that the seller or organizer suber otherwise becomes subject to the regis- (b) In any case in which an organizer or
mits to the designated person all of the irtration requirements under section 6111. a seller of a potentially abusive tax shelter

formation that the organizer or seller oth#* * * * * believes that information required to be
erwise would be required to maintain on a A-17. (a) A list must contain the fol- maintained as part of the list for that tax
list (as described in A-8, A-10, and A-17lowing information— shelter is protected by the attorney-client

of this section). If the tax shelter ceases (1) The name of the tax shelter and thprivilege or constitutes confidential tax
to be a projected income investmentegistration number, if any, obtainedadvice protected under section 7525(a),
under A-57G of 8301.6111-1T, or the taxunder section 6111, such information may be withheld from
shelter becomes subject to the registration (2) The TIN (as defined in sectiondisclosure to the Service, provided that
requirements under section 6111, the deg701(a)(41)), if any, of the tax shelter; the organizer or seller provides the Ser-
ignated person must provide to each in- (3) The name, address, and TIN (as deice with a statement signed under penal-
vestor (within the meaning of paragrapliined in section 7701(a)(41)) of each perties of perjury with information and repre-
(c) of A-6 of this section) required to beson who is required to be included on theentations required in that statement that
included on the list an explanation that thést under A-8 or A-10 of this section andare the same as those required by
tax shelter has ceased to be projected im the case of a tax shelter that is a tran§301.6111-2T if the promoter of a confi-
come investment or that the tax shelter igction described in section 6111(d)(1)(Apential corporate tax shelter asserts that
subject to the registration requirements aind §301.6111-2T(b), the name, addressformation required to be included with
section 6111, whichever applies, and and TIN of any indirect corporate partici-Form 8264, “Application for Registration
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of a Tax Shelter,” is privileged. comes a potentially abusive tax shelter Par. 3. In §602.101, paragraph (b) is

*okok ok k after interests are acquired by investorgmended by revising the entry for
A-18. * * * Interests in substantially an organizer or a seller must maintain §301.6112-1T to read as follows:

similar tax shelter transactions that arést with respect to any interest in the§602.101 OMB Control numbers.

sold to different persons generally are ttransaction acquired after the transaction* * * *

be treated as interests in the same tdsecomes a potentially abusive tax shelter. (b) * * *

shelter for purposes of this section. FurAdditionally, the Internal Revenue Ser-

ther, the list for each tax shelter mustice will not ask to inspect any list for a

identify each other tax shelter (if any) thapotentially abusive tax shelter, other than

the organizer or seller has offered that hastax shelter described in section 6111(cfpproved February 23, 2000.

not been treated as part of the same tamtil August 26, 2000. The lists required

Charles O. Rossotti,
Commissioner of Internal Revenue

shelter, but that utilizes a similar structurdy the preceding two sentences with re- ~Jonathan Talisman,
or is intended to produce similar tax benegard to interests acquired in potentially Acting Assistant Secretary
fits. abusive tax shelters must contain the in- of the Treasury
*okok ok k formation required by A-17 of this section

. . ! (Filed by the Office of the Federal Register on Feb-
A-22. An organizer or seller mustas it relates to such interests. The rulggary 28, 2000, 8:45 a.m. , and published in the issue

maintain a list with respect to any interesthat apply with respect to interests acef the Federal Register for March 2, 2000, 65 F.R.
acquired by an investor (within the meanguired in potentially abusive tax shelterg1211)

ing of paragraph (c) of A-6 of this section)acquired on or before February 28, 2000,

in a potentially abusive tax shelter afteare contained in 26 CFR part 301 revised

February 28, 2000. If a transaction beas of April 1, 1999.

CFR Part or Section Where Current OMB

Identified and Described Control No.

* % % % %

B0L.6112-0T . . o ot 1545-0865
1545-1686

* % % % %
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Part lll. Administrative, Procedural, and Miscellaneous

26 CFR 601.201: Rulings and determination (“ERISA”), Pub. L. 93-406, 1974-3 C.B. .03 Excise taxes that have been or

letters.(Also Part |, §8412, 4971.) 166, provides that the Secretary of theould be imposed under § 4971(a) of the
Rev. Proc. 2000-17 Treasury may waive the imposition of theCode have been paid for all taxable years,

tax imposed under § 4971(b) of the Codicluding the taxable year related to the
Section 1. Purpose in appropriate cases. year of plan termination.

) i .04 Rev. Rul. 79-237, 1979-2 C.B. .04 All applicable forms in the 5500 se-
This revenue procedure provides for g4 hrovides that in the year of terminaries, including Schedules B (Actuarial In-
waiver of the 100 percent tax imposeqon of 4 plan, the tax imposed by Sormation), have been filed for the plan
under § 4971(b) of the Internal Revenugqz, by applies unless the accumulateidr all plan years including the year of

Code (the “Code”) on an employer whq4ing deficiency, as of the end of theplan termination.
maintains a pension plan for which thergy», vear in which the plan is terminated
is an accumulated funding deficiencyIS reduced to zero.

under § 412. The waiver is applicable to 05 Rev. Proc. 81-44

certain terminated single-employer degqg o iines the procedure for requestingyyes under § 4971(b) of the Code with
fined benefit plans if specific condmonsa waiver of the tax imposed under §'espect to plans terminating with termina-

are satisfied.
4971(b). tion dates under section 4041 of ERISA
that occur on or after January 1, 2000.

Section 4. Effective Date

, 1981-2 C.B. 1hjs procedure applies to the excise

Section 2. Background Section 3. Conditions for Waiver

.01 Section 4971(a) provides for the The tax imposed on an employer unddprafting Information

imposition of an initial tax of ten percents 4971 (h) for failure to meet the mini- o _
(five percent in the case of a multiem- (b) The principal author of this revenue

mum funding standards with respect to g,cedure is Bill Kerr of the Tax Exempt
defined benefit plan is waived for all ap4ng Government Entities Division. For
‘blicable years, if the four cqnd|t|ons €NUtyrther information regarding this revenue
merated below are satisfied: procedure, call Employee Plans Taxpayer

mulated funding deficiency under a plal
as determined under 8§ 412.

uncorrected accumulated funding defirgination under section 4041 of ERISA.
ciency on which an initial tax is imposed 55 pjan participants are not entitled Rerr's number is (202) 622-8055 (also

under § 4971(a). any portion of residual assets remaining 4 toll free number),

.03 Section 3002(b) of the Employeege, o iapilities of the plan to participants

Retirement Income Security Act of 1974, iheir beneficiaries have been satisfied.

ern time, Monday through Thursday. Mr.
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Part IV. Items of General Interest

Notice of Proposed Rulemaking Richard Castanon or Mary Beth Collins;This information will be used to ensure

and Notice of Public Hearing (202) 622-3070; concerning submissionsompliance with the Federal tax laws.
and the hearings, Guy Traynor, (202)622Fhe collections of information are manda-
Corporate Tax Shelter 7180. tory. The likely respondents and record-
Registration SUPPLEMENTARY INEORMATION: l;zﬁj;z;rssare business or other for-profit in-
REG-110311-98 Paperwork Reduction Act The burden for the collection of informa-

. tion in 8§301.6111-2T(b)(6), (e)(1)(i)(A),
AGENCY: Internal Revenue Service tne collections of information con- (e)(2), a§nd (€)(3) will b(e)r(ef)|eéte)é ())(n )lgozm
(IRS), Treasury. tained in this notice of proposed rulemakg264. The burden for the collection of in-
ACTION: Cross-reference notice of proing have been submitted to the Office oformation in §301.6111-2T(g)(2)(ii) and
posed rulemaking and notice of publidManagement and Budget for review in acjj) is as follows:
hearing. cordafnce Wit(h the Paperworlzd)R)eduction Estimated total annual reporting and/or
Act of 1995 (44 U.S.C. 3507 . Com-recordkee ina burden: 1 hour.
SUMMARY: In T.D. 8876, page 753, the nents on the collections of information  Esimated gverage annual burden hours
IRS is issuing temporary regulations requitg,, iq pe sent to the Office of Manageper respondent and/or recordkeeper: 15
ing the registration of confidential corporateant and Budget, Attn: Desk Officer forminutes
tax shelters pursuant to section 6111(d)

: 4fe Department of the Treasury, Office of Estimated number of respondents
amended by section 1028(a) of the Taxy¢ormation and Regulatory Affairs, and/or recordkeepers: 4

payer Relief Act of 1997 (the Act). Theyyaghington, DC 20503, with copies to Estimated annual frequency of re-
temporary regulations affect persons rne |nternal Revenue Service, Attn: IRSponses: On occasion

sponsible for registering conﬁdentlal COrPORenorts Clearance Officer, OP:FS:FP, An agency may not conduct or sponsor,
rate tax shelters and corporations participjyaspington, DC 20224. Comments o@nd a person is not required to respond to,
ing in confidential corporate tax sheltersy,o cqjiections of information should bea collection of information unless it dis-
The text of those temporary regulations als, -qiyed by May 1, 2000. Comments aflays a valid control number assigned by
serves as the text of these proposed regUgse cifically requested concerning: the Office of Management and Budget.
tions. Th|s_documept alsg gives notice of & \yhether the proposed collections of in- Books or records relating to a collec-
public hearing on this subject. formation is necessary for the proper petion of information must be retained as
DATES: Written comments must be reformance of the functions of the Internalong as their contents may become
ceived by May 31, 2000.Requests to Revenue Service, including whether thénaterial in the administration of any in-
speak and outlines of topics to be disinformation will have practical utility; ternal revenue law. Generally, tax returns
cussed at the public hearing scheduled for The accuracy of the estimated burdefnd tax return information are confiden-
Tuesday, June, 20, 2000, from 10 a.n@ssociated with the proposed collection afal, as required by 26 U.S.C. 6103.
through 1 p.m. must be received by Maynformation (see below);

31, 2000. How the quality, utility, and clarity of Background
o the information to be collected may be .
ADDRESSES: Send submissions t05nhanced: The temporary regulations amend the

CC:DOM:CORP:R (REG-110311-98), How the burden of complying with thelncor_ne Tax Regulatlons (26 CFR part 1)
relating to section 6111. These regula-

room 5226, Intemnal Revenue Service, POB,qqsed collections of information may. o Uide the duidance necessary fo
7604, Ben Franklin Station, Washington, D e minimized, including through the o p e gul \ y
activate the registration requirements of

20044. Submissions may be hand delivereg,,jication of automated collection tech2CH =
between the hours of 8 a.m. and 5 p.m. tQ: section 6111 and the penalty provisions of

ﬂiques or other forms of information tech= """ ) .
CC:DOM:CORP:R (REG_110311_98),n0|0gy_ and section 6707 for confidential corporate

Courier’s pesk, Internal Revenue Serwce, Estimates of capital or start-up costs e ot of the temporary reaulations
1111 Constitution Avenue NW., Washmgtonand costs of operation, maintenance, an porary reg

DC. Alternatively, taxpayers may submity , «hace of service to provide inforfﬂso serves as the text of these proposed
comments electronically via the Internet by, o regulatlons.. The pregmble to the tempo-
selecting the “Tax Regs” option of the IRS The collections of information in this rary regulations explains the regulations.

Home Page or by submitting comments dbroposed regulation are inSpecial Analyses

reCtly to - the IRS |nte|’ne.t site at§3016111_2-|—(b)(6)' (e)(l)(ll)(A), (e)(z)'
http:/www.irs.gov/tax_regsiregslisthtml. ‘A ey 3y *(g)2)(ii) and (g)(2)(iii). This in- It has been determined that this notice

public hearing will be held in the IRS Audito-o - ation is required to comply with theof proposed rulemaking is not a signifi-
rium, Interal Revenue Building111Con- o yistration requirements of sectiorfant regulatory action as defined in Exec-
stitution Avenue NW., Washington, DC.  g111(d) and to avoid the penalty provittive Order 12866. Therefore, a regula-

FOR FURTHER INFORMATION CON- sions of section 6707 for failing to regis{0ry assessment is not required. It has
TACT: Concerning the regulations,ter a confidential corporate tax shelter@lso been determined that section 553(b)

tax shelters.
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of the Administrative Procedure Act (Simmediate entrance area more than 1§otice of Proposed Rulemaking
U.S.C. chapter 5) does not apply to thesminutes before the hearing starts. For ilgnd Notice of Public Hearing
regulations. It is hereby certified that thdormation about having your name placed

collection of information in these regula-on the access list to attend the hearing, sRequirement to Maintain List of
tions will not have a significant economicthe “FOR FURTHER INFORMATION Investors in Potentially Abusive
impact on a substantial number of smalCONTACT” section of this preamble. Tax Shelters

entities. This certification is based upon The rules of 26 CFR 601.601(a)(3) apply

the fact that the persons responsible fdo the hearing. Persons who wish to preseREG- 103736-00

promoting and registering the transactionsral comments at the hearing must submit ] .
described in the regulations are princitimely written comments and an outline o GENCY: Internal Revenue Service
pally large publicly traded corporationsthe topics to be discussed and the time to g(.BS)’ Treasury.

and the burden is not significant as dedevoted to each topic (signed original andCTION: Cross-reference notice of pro-
scribed earlier in the preamble. Thereeight (8) copies) by May 31, 2000. A peposed rulemaking and notice of public
fore, a Regulatory Flexibility Analysis riod of 10 minutes will be allotted to eachhearing.

under the Regulatory Flexibility Act (5 person for making comments. An agend :

U.S.C. chapter 6) is not required. Purshowing the scheduling of the speakers wi USM_MARY'_ In :[I'.D. 8875, pagel 7,[61 the_
suant to section 7805(f) of the Internabe prepared after the deadline for receiving 'S 1ssuling temporary reguiations re
Revenue Code, this notice of proposedutlines has passed. Copies of the agen g'nng _the mamtenance_of lists of in-
rulemaking will be submitted to the Chiefwill be available free of charge at the hear\-/es'[Ors in potentially abusive tax shelters

Counsel for Advocacy of the Small Busi-ing. desclnt?[_ed n SEC“(:H 6112'. The t?mp(t)rary
ness Administration for comment on its reguiations aftect organizers ot poten-

impact on small business. Drafting Information tially abusive tax shelt_ers. The text of
o those temporary regulations also serves as
Comments and Public Hearing The principal authors of these regulathe text of these proposed regulations.

_ tions are Mary Beth Collins and Richardrhis document also gives notice of a pub-
Before these proposed regulations ar@astanon, Office of Assistant Chief Countic hearing on this subject.

adopted as final regulations, considerasel (Passthroughs and Special Industries). )
tion will be given to any written com- However, other personnel from the IRPATES: Written comments, requests to
ments (preferably a signed original andnd Treasury Department participated jP€ak and outlines of topics to be discussed

eight (8) copies) or electronically genertheir development. at the public hearing scheduled for Tues-
ated comments that are submitted timely *okok ok ok day, June, 20, 2000, from 10 a.m. through 1
to the IRS. The IRS and Treasury specifi- p-m. must be received by May 31, 2000.
cally request comments on the clarity of *oP0S€d Amendments to the ADDRESSES: Send submissions to:
the proposed regulations and how theffegulations CC:DOM:CORP:R (REG-103736-00),
may be made easier to understand. Accordingly, 26 CFR part 301 is pro-room 5226, Internal Revenue Service, POB
Further, the IRS and Treasury SpeCiﬁ'posed to be amended as follows: 7604, Ben Franklin Station, Washington, DC
cally request comments on (1) the scope paArT 301—PROCEDURE AND AD- 20044. Submissions may be hand delivered
and breadth of the characteristics used j(}NISTRATION between the hours of 8 am. and 5 p.m. to:

the proposed regulations to identify trans- paragraph 1. The authority citation foCC:DOM:CORP:R (REG-103736-00),
act|o.ns structured.for the avoidance Ofyart 301 is amended by adding an entry iGourier’s Desk, Internal Revenue Service,
evasion of Federal income tax; (2) the X5 merical order to read in part as follows1111Constitution Avenue NW., Washington,

Ceptions to registration provided for in the Authority: 26 U.S.C. 7805 * * * DC. A|ternative|y' taxpayers may submit
proposed regulations; and (3) whether gaction 301.6111-2T also issued und&omments electronically via the Internet by
particular types of transactions should b§6 U.S.C. 6111(f)(4) * K K Se|ecting the “Tax Regs” Option of the IRS
identified as excepted from registration. Par. 2. Section 301.6111-2 is added tdome Page or by submitting comments di-
AII com_ments will bg available for public read as follows: rectly to the IRS Internet site at
inspection and copying. 301.6111-2 Confidential corporate tattp://mww.irs.gov/tax_regs/regslisthtml. A
A public hearing has been scheduledpgjters. public hearing will be held in the IRS Audito-

for June 20, 2000, from 10 a.m. through 1 [ tpe text of this proposed section is theium, Internal Revenue Building.111Con-

p-m., in the IRS Auditorium, Internal g3 me a5 the text of §301.6111-2T pulstitution Avenue NW., Washington, DC.
Revenue Building1111 Constitution Av- |ished elsewhere in T.D. 8876

enue NW., Washington, DC. Due to FOR FURTHER INFORMATION CON-
building security procedures, visitors Charles O. Rossotti, TACT: Concerning the regulations,
must enter at the 1111 Constitution Av- Commissioner of Internal RevenueRichard Castanon or Mary Beth Collins,
enue entrance, located between 10th and (202) 622-3070; concerning submissions

.. L. Filed by the Office of the Federal Register on Febgnd the hearin s, Guy Traynor, (202) 622-
12th streets. In addition, all visitors musiuary 28, 2000, 8:45 a.m. , and published in the issufl80 g y Y ( )

present photo identification to enter they ihe Federal Register for March 2, 2000, 65 F.R.

building. Because of access restrictiong;1272) SUPPLEMENTARY INFORMATION:
visitors will not be admitted beyond the
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Paperwork Reduction Act Estimated number of respondent€omments and Public Hearing

) ) ) and/or recordkeepers: 50 )
The collections of information con-  gctimated annual frequency of re- Before these proposed regulations are

tained in this notice of proposed rulemaképonses: On occasion adopted as final regulations, considera-
ing have been submitted to the Office of " 5, agency may not conduct or sponsoF,iO” will be given to any written com-

Management and Budget for review in acz,q person is not required to respond tg]ents (preferably a signed original and
cordance with the Paperwork Reduction ~giection of information unless it dis-€/9ht (8) copies) or electronically gener-
Act of 1995 (44 U.S.C. 3507(d)). Com—p|ays a valid control number assigned b ted comments that are submitted timely
ments on the collections of informationy, o ofice of Management and Budget. © the IRS. The IRS and Treasury specifi-
should be sent to the Office of Manage- gooks or records relating to a colleccally request comments on the clarity of
ment and Budget, Attn: Desk Officer fory;o, of information must be retained adh€ Proposed regulations and how they
the Department of the Treasury, Office Ofong as their contents may become matef2@Y be made easier to understand. All
Information and Regulatory Affairs, iy in the administration of any internalcomments will be available for public in-

Washington, DC 20503, with copies tayenue law. Generally, tax returns angPection and copying.
the Internal Revenue Service, Attn: IRS5y return information are confidential. as A Public hearing has been scheduled

Reports Clearance Officer, OP:FS:FPrequired by 26 U.S.C. 6103. for June 22, 2000, from 10 a.m. to 1 p.m.,
Washington, DC 20224. Comments on in the IRS Auditorium, Internal Revenue
the collections of information should beBackground Building, 1111 Constitution Avenue NW.,

received by May 1, 2000. Comments are ) Washington, DC. Due to building secu-
specifically requested concerning: The temporary regulations amend teMyyy, hrocedures, visitors must enter at the

Whether the proposed collections of inPorary Procedure and Administration rég1 117 constitution Avenue entrance, lo-
formation is necessary for the proper ped!ations (26 CFR Part 301) regarding th@ateq petween 10th and 12th Streets. In
formance of the functions of the IRS, inféauirement to maintain lists of investors,ygition, all visitors must present photo
cluding whether the information will havel" Potentially abusive tax shelters undejyenyification to enter the building. Be-
practical utility; section 6112. Section 6708 provideg, ;se of access restrictions, visitors will

The accuracy of the estimated burdeRenalties for failing to maintain the in-pot he admitted beyond the immediate en-
associated with the  proposed collectioheStor list under section 6112. _ trance area more than 15 minutes before
of information (see below); The text of the temporary regulation§pe hearing starts. For information about

How the quality, utility, and clarity of &/SO Serves as the text of these proposgdying your name placed on the access
the information to  be collected may b&egulations. The preamble to the tempQig; to attend the hearing, see the “FOR

enhanced: rary regulations explains the regulations.c yRTHER INFORMATION CON-
How the burdep of complying yvith theSpeciaI Analyses TACT” section of this preamble.
proposed collections of information may The rules of 26 CFR 601.601(a)(3)

be minimized, including through the ap- It has been determined that this notice apply to the hearing. Persons who wish to
plication of automated collection techproposed rulemaking is not a significanpresent oral comments at the hearing must
niques or other forms of information tech+egulatory action as defined in Executivesubmit timely written comments and an
nology; and Order 12866. Therefore, a regulatory asutline of the topics to be discussed and the
Estimates of capital or start-up costs ansessment is not required. It has also beéime to be devoted to each topic (signed
costs of operation, maintenance, and pudetermined that section 553(b) of the Aderiginal and eight (8) copies) by May 31,
chase of service to provide information. ministrative Procedure Act (5 U.S.C. chap2000. A period of 10 minutes will be allot-
The collections of information in this ter 5) does not apply to these regulations. ted to each person for making comments.
proposed regulation are in 8301.6112—-17Ts hereby certified that the collection of in-An agenda showing the scheduling of the
A-4, A-13, A-14, A-17, and A-22. This formation in these regulations will not havespeakers will be prepared after the deadline
information is required to comply with a significant economic impact on a substarfer receiving outlines has passed. Copies
the list maintenance requirement of sedial number of small entities. This certifica-of the agenda will be available free of
tion 6112 and to avoid the penalty provition is based upon the fact that the persolbarge at the hearing.
sions of section 6708 for failing to main-responsible for maintaining the investor ) )
tain the investor list under section 6112lists described in the regulations are princPafting Information
This informatiqn will be used to ensurepally large publigly tradgd gc_)rporations, The principal authors of these regula-
comphancg with .the Fed_eral tax Iawsanq the bu'rde:-n is not significant as de;ons are Mary Beth Collins and Richard
The coIIectl.ons of information are mandascribed earlier in thg _preamble: Therefor%astanon, Office of Assistant Chief Coun-
tory. The likely respondents and recorda Regulatory Flexibility Analysis under the,

. o - sel (Passthroughs and Special Industries).
keepers are business or other for-profit irRegulatory Flexibility Act (5 U.S.C. chap- o wever other personnel from the IRS

stitutions. ter 6) is not required. Pursuant to sectiog, q Treasury Department participated in
Estimated total annual reporting and/o7805(f) of the Internal Revenue Code, thig, i development.
recordkeeping burden: 102 hours. notice of proposed rulemaking will be sub- X ok ok ok

Estimated average annual burden hoursitted to the Chief Counsel for Advocacy
per respondent and/or recordkeeper: 2.@f the Small Business Administration forProposed Amendments to the
hours comment on its impact on small business. Regulations
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Accordingly, 26 CFR part 301, whichDATES: Written comments, requests tdormance of the functions of the Internal
was proposed to be amended, is proposegeak and outlines of topics to be disRevenue Service, including whether the
to be further amended as follows: cussed at the public hearing scheduled farformation will have practical utility;

Tuesday, June, 20, 2000, from 10 a.m. The accuracy of the estimated burden
PART 301—PROCEDURE AND through 1 p.m. must be received by Mawssociated with the proposed collection of
ADMINISTRATION 31, 2000. information (see below);

Paragraph 1. The authority citation fOADDRESSES: Send submissions to: OW the quality, utility, and clarity of

part 301 is amended by adding an entry igC:DOM:CORP:R (REG-103735-00) the information to be collected may be en-

numerical order to read in part as followsioom 5226. Internal Revenue Service anced: _ _
’ ’ How the burden of complying with the

Authority: 26 U.S.C. 7805 * * * POB 7604, Ben Franklin Station, Wash- 4 collect s At
Section 301.6112-1 also issued Undeﬁgton, DC 20044. Submissions may bgropose collections oF information

26 U.S.C. 6112, * * * . ay be minimized, including through the
hand delivered between the hours of gpplication of automated collection tech-

Par. 2. Section 301.6112-1 as proposedm. and 5 p.m. to: CC:DOM:CORP:R’: : .
at 49 FR 34246 (August 29, 1984) IYREG-103735-00), Courier's Desk, In-" oo O Oier forms of information tech-
amended as follows: ternal Revenue Service, 1111 ConstitutioHOEO%Y’ artl ¢ caital art .
§301.6112-1 Questions and answers reyvenue NW., Washington, DC. Alterna-_ - nates Of capital or start-up costs
lating to the requirement to maintain a listtjvely, taxpayers may submit commentsand costs of operation, maintenance, and
of investors in potentially abusive taxelectronically via the Internet by selecting{?umhase of service to provide informa-
shelters. _the “Tax Regs” option of the IRS Home

[The text of the amendments to thisage or by submitting comments directl
proposed section is the same as the textief the |IRS Internet site at
the amendments to §301.6112-1T pulthttp://www.irs.gov/tax_regs/regslist.html. >~ 1t e the Service with notice of
lished elsewhere in T.D. 8875.] A public hearing will be held at 10 a.m d4"¢¢ 0 Provide th€ SErvice with Notice o

_ . certain large corporate transactions that

Charles O. Rossotti. On Tuesday, June 20, 2000, in the IRS Au-__ "’ : . ;

o L .. provide tax savings in excess of certain dol-
Commissioner of Internal Revenueditorium, Internal Revenue Building,

1111 Constitution Avenue NW., Washing-Iar :jh;esholds. Th|s|_|nf0rmz_1ttr|]otr;] W||:” ge |
(Filed by the Office of the Federal Register on Febtgn, DC. used to ensure compliance wi € redera

The collections of information in this
roposed regulation are in §1.6011-4T(a),
(c), (d), and (e). This information is re-

ruary 28, 2000, 8:45 a.m., and published in the issue tax laws. The collections of information
of the Federal Register for March 2, 2000, 65 FRFOR FURTHER INFORMATION CON- are mandatory. The likely respondents and
11271) TACT: Concerning the regulations,recordkeepers are business or other for-

Richard Castanon or Mary Beth Collinsprofit institutions.
) ) (202) 622-3070; concerning submissions Estimated total annual reporting and/or
Notice of Proposed Rulemaking  and the hearings, Guy Traynor, (202) 622ecordkeeping burden: 25 hours.

and Notice of Public Hearing 7180. Estimated average annual burden hours

Tax Shelter Disclosure SUPPLEMENTARY INEFORMATION: quirrmrteesspondent and/or recordkeeper: 30

Statements Paperwork Reduction Act Estimated number of respondents
and/or recordkeepers: 50

REG-103735-00 _The.collgctior_ws of information con-  Estimated annual frequency of re-

AGENCY: Internal Revenue Service!2N€d in this notice of proposed rulemaksponses: Once annually

(|RS), Treasury. Ing have been submitted to the Office of An agency may not conduct or sponsor,

_ Management and Budget for review in acand a person is not required to respond to,
ACTION: Cross-reference notice of procordance with the Paperwork Reduction, collection of information unless it dis-

posed rulemaking and notice of publicAct of 1995 (44 U.S.C. 3507(d)). Com-plays a valid control number assigned by
hearing. ments on the collections of informationthe Office of Management and Budget.
SUMMARY: In T.D. 8877, page 747, theShould be sent to the Office of Manage- Books or records relating to a collec-
IRS is issuing temporary regu|a’[i0ns re[nent and BUdget! Attn: Desk Offlce.r fortion of information must be retained as
quiring certain corporate taxpayers to fil he Department of the Treasury, Office ofong as their contents may become mater-
a statement under section 6011 and maififormation and Regulatory Affairs, jal in the administration of any internal
tain certain documents under sectiof’/ashington, DC 20503, with copies tdevenue law. Generally, tax returns and
6001. The temporary regulations affect'® nternal Revenue Service, Attn: IRSax return information are confidential, as
corporations participating in certain re- eports Clearance Officer, OP:FS:FRequired by 26 U.S.C. 6103.

portable transactions. The text of thos ashmgto_n, DC 2.0224' pomments on k d

temporary regulations also serves as the collections of information should beBackgroun

text of these proposed regulations. Thigece(j:li\liiec(;lryrgﬂatjyeit'efjoggﬁcgron?r]lmems A€ The temporary regulations amend the
P y req 9 Income Tax regulations (26 CFR part 1)

document also gives notice of a pUb"('S Whether the proposed collections of in
hearing on this subject. S prop relating to section 6011. The temporary
formation is necessary for the proper per- . . .
regulations contain rules relating to the
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filing and records requirements for certaitiion and copying. closing participation in certain transac-
corporate taxpayers. A public hearing has been scheduletions by corporate taxpayers.

The text of the temporary regulationgor June 20, 2000, from 10 a.m. through 1 [The text of this proposed section is the
also serves as the text of these proposedm., in the IRS Auditorium, Internal same as the text of §1.6011-4T published
regulations. The preamble to the tempdrevenue Building1111 Constitution Av- in T.D. 8877.]
rary regulations explains the regulations.enue NW., Washington, DC. Due to Charles O. Rossotti,
building security procedures, visitors
must enter at the 1111 Constitution Av-
It has been determined that this noticENU€ entrance, located between 10th arled by the Office of the Federal Register on Feb-

S i 12th streets. In addition, all visitors mustuary 28, 2000, 8:45 a.m., and published in the issue
of proposed rulemaking is not a signifi- &f the Federal Register for March 2, 2000, 65 F.R.

cant regulatory action as defined in ExPresent photo identification to enter th 11269)
ecutive Order 12866. Therefore. a regLpundmg. Because of access restrictions,
latory assessment is not required. It hadsitors will not be admitted beyond the

also been determined that section 553(tj)Mediate entrance area more than 1 djustments Following Sales
of the Administrative Procedure Act (5m|nutes before the hearing starts. For in-

Jgrmation about having your name place&nc Partn.ership Interests;
regulations. It is hereby certified that thén the access list to attend the hearing, segrrection
the “FOR FURTHER INFORMATION

collection of information in these regula- ) _ ) Announcement 2000-13
tions will not have a significant eco- CONTACT” section of this preamble.

nomic impact on a substantial number of 1N€ rules of 26 CFR 601.601(a)(3)AGENCY: Internal Revenue Service
small entities. This certification is basedPPl t0 the hearing. Persons who wish tgRS), Treasury.

upon the fact that the persons respongdiresent oral comments at the hearing must _ ) ) )
bIF:a for filing the staterr?ent requirez bysubmit timely written comments and arACTION: Correction to final regulations.

these regulations are principally largéUtline of the topics to be discussed andUMMARY: This document contains
publicly traded corporations, and thd"e time to be devoted to each topigorrections to T.D. 8847 (1999-52 I.R.B.
burden is not significant as describedS'dned original and eight (8) copies) by701), which was published in tif@deral
earlier in the preamble. Therefore, &2y 31, 2000. A period of 10 minutesRegister on Wednesday, December 15,
Regulatory Flexibility Analysis under Will be allotted to each person for_makmglggg (64 F.R. 69903), relating to adjust-
the Regulatory Flexibility Act (5 U.S.C. comments. An agenda showing thenents following the sale of partnership
chapter 6) is not required. Pursuant tgcheduling of the speakers will be premterests.

section 7805(f) of the Internal Revenué’ared after the deadline for receiving out- _ ) )
Code. this nc()t?ce of proposed rulemakl-ines has passed. Copies of the ageng)aATES. These corrections are effective

ing will be submitted to the Chief Coun-Will be available free of charge at thePecember 15, 1999.

Special Analyses Commissioner of Internal Revenue

sel for Advocacy of the Small Businesd'€a"ng- FOR FURTHER INFORMATION CON-
Administration for comment on its im- pratiing Information TACT: Matthew Lay, (202) 622-3050 (not
pact on small business. a toll-free number).

The principal authors of these regulagpp| EMENTARY INFORMATION:
tions are Mary Beth Collins and Richard

Before these proposed regulations argastanon, Office of Assistant Chief CounBackground
adopted as final regulations, considera€! (Passthroughs and Special Industries). i i
tionpwill be given tg any written com- However, other personnel from the IRS The final regulanor_]s that are the sub-
ments (preferably a signed original an&md Treasury Department participated ih_eCt of these corrections are under sec-

, prererably a signed orig their develooment tions 743, 754, and 755 of the Internal
eight (8) copies) or electronically gener- P ’

i . X ok ok ok ok Revenue Code.

ated comments that are submitted timely
to the IRS. The IRS and Treasury SpeCiﬁProposed Amendments to the Need for Correction
cally request comments on the clarity Ohegulations
the proposed regulations and how they
may be made easier to understand. Accordingly, 26 CFR part 1 is pro-

Further, the IRS and Treasury specifiposed to be amended as follows:
cally request comments on (1) the scope i At
and breadth of the characteristics used frdt 1—INCOME TAXES Correction of Publication
the proposed regulations to identify re- Paragraph 1. The authority citation for Accordingly, the publication of the
portable transactions; (2) the exceptionﬁart 1 continues to read in part as followdinal regulations (T.D. 8847), which were
to disclosure provided for in the proposed Authority: 26 U.S.C. 7805 * * * the subject of FR Doc. 99-32400, is cor-
regulations; and (3) whether particular p5r 2 ‘Section 1.6011-4 is added tEected as follows:
types of transactions should be identifieg, o4 as follows: 1. On page 69904, column 1, in the
as excepted from disclosure. All COMy1 6011-4T Requirement of statement di@reamble under the paragraph heading
ments will be available for public inspec- “Explanation of Revisions and Summary
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As published, T.D. 8847 contains errors
which may prove to be misleading and are
in need of clarification.



of Contents”, paragraph 1.(c), the last 6. On page 69912, column 1 Announcement 2000-14

line, the language “after December 1581.743-1(h)(2)(iv), the last sentence of

1999.” is corrected to read “on or afteparagraph (i) in th&xampleis corrected Supplemental Information on

December 15, 1999.”. to read as follows: Treasury Bills for Publication
2. On page 69905, column 2, in th&1.743-1 Optional adjustment to basis 01212

preamble under the paragraph headihg “partnership property.

Elections Under Section 754ines 9 and * * * * * Banks, brokers, and other middlemen
10, the language “previously were made, (h) *** who re':port discount on Treasury bill re-

the IRS and Treasury believe that it is ap- (2) *** demptions on Form 1099-INT must use
propriate to” is corrected to read “previ- (iv) *** the owner’s pu'rchase price, Where; avail-
ously were made, the IRS and the Trea- Example* * * able, to dete.rm.lne the gmount of discount
sury Department believe that it is (i) *** Under paragraph (h)2)) of this sec- 1O Féport. This information can usually be
appropriate to”. tion, X's basis in Asset 1 equals $90 (PRS’s commofiPtained from the owner’s or middle-

3. On page 69906, column 2, in theasis in the asset, $60, plus the gain recognized wan,s recor'ds.'However., if the owne'r’s
preamble under the paragraph headir®Rs under section 351(b)(L), $15, plus As basis a@Urchase price is not available from exist-
“Special Analyses”, the paragraph is cofjustment under section 743(b), $20, less the portidifd récords, the middleman must report

rected to read as follows: of the adjustment which reduced As gain, $5). the discount as if the holdgr haq pur-
“It has been determined that these final * * * * chased the Treasury bill at its original
regulations are not a significant regula- §1.754-1 [Corrected] issue price. In this case, the middleman

tory action as defined in Executive Order 7. On page 69916, column 2Mustuse as the original issue price the
12866. Therefore, a regulatory asses§1.754-1(c)(2), the paragraph headin%oncompetltl_ve issue price for the
ment is not required. It has been detetRevocations made for first taxable yealongest-maturity Treasury bill maturing
mined that a final regulatory flexibility ending after December 15, 1999is cor- ©n thatdate. _

analysis is required for the collection ofected to readRevocations effective on For Treasury bill redemptions when the
information in this Treasury decisionDecember 15, 1999. ovyner’s purchase. prlqeannotbe deter-
under 5 U.S.C. 604. This analysis is set 8. On page 69916, column 2Mmined, the following list gives the non-
forth below under the heading “Final§1.754-1(c)(2), line 7, the language “15C0Mpetitive issue prices and correspond-
Regulatory Flexibility Act Analysis.” 1999, may revoke such election by” idng amounts of discount to be reported on
Pursuant to section 7805(f) of the Internatorrected to read “15, 1999, may revok&0'M 1099-INT for Treasury bills matur-
Revenue Code, the notice of proposestich election effective for transfers or dist"d May through July 2000. This list,
rulemaking preceding these regulationsibutions occurring on or after Decembet¥hich should also help middlemen deter-

was submitted to the Chief Counsel fod5, 1999, by”. mine any amounts subject to backup with-
Advocacy of the Small Business Admin- holding, supplements the list that appears
istration for comment on their impact or31.755-1 [Corrected] in 1999 edition of Publication 1212jst
small business. No comments were re- ¢ o page 69917, column 2,of Original Issue Discount Instruments.

ceived regarding the impact of the regulag 7551 (b)(2)(ii)Example 2 (iii), the Approved February 16, 2000.
tions on small business. third line from the bottom of the column,

4. On page 69906, column 2, in the,q language “743(b), less ($125), amount Rosalie LaPlante,
preamble, the paragraph heading “Sumjst ihe pasis” is corrected to read “743(b), Acting National Director, Tax Forms
mary of Final Regulatory Flexibility Act |oqq ($125), the amount of the basis”. and Publications Division.
Analysis” is corrected to read “Final Reg-
ulatory Flexibility Act Analysis.” Cynthia E. Grigsby,

Chief, Regulations Unit,

§1.743-1 [Corrected] Assistant Chief Counsel (Corporate).

5. On page (_59912’ co!umn 1’(Fi|ed by the Office of the Federal Register on Feb-
81.743-1(h)(2)(iv), line 3 of the introduc-ryary 23, 2000, 8:45 a.m., and published in the issue
tory text, the language “paragraph (h):” i®f the Federal Register for February 24, 2000, 65

corrected to read “paragraph (h)(2):".  FR.9220)
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SHORT-TERM UNITED STATES TREASURY BILLS
Issued at a Discount and Maturing May 2000 — July 2000

Noncompetitive
Issue Price (% of
Principal Amount)

Dollar Amount of OID
to be Reported (per

CUsIP Maturity Issue (Single-price format as $1000 of Maturity
Number Date Date of November 2, 1998) Value)
912795DU2 05/04/2000 11/04/1999 97.427 25.73
912795DV0 05/11/2000 11/12/1999 97.426 25.74
912795DW8 05/18/2000 11/18/1999 97.364 26.36
912795DX6 05/25/2000 05/27/1999 95.319 46.81
912795DY4 06/01/2000 12/02/1999 97.305 26.95
912795DZ1 06/08/2000 12/09/1999 97.326 26.74
912795EA5 06/15/2000 12/16/1999 97.265 27.35
912795EB3 06/22/2000 06/24/1999 95.056 49.44
912795EC1 06/29/2000 12/30/1999 97.217 27.83
912795ERS 07/06/2000 01/06/2000 97.176 28.24
912795ET4 07/13/2000 01/13/2000 97.260 27.40
912795ED9 07/20/2000 07/22/1999 95.238 47.62
912795EU1 07/27/2000 01/27/2000 97.209 27.91
* 52 week bill
2000-11 I.R.B. 773 March 13, 2000




Definition of Terms

Revenue rulings and revenue procedurgdies to both A and B, the prior ruling isnew ruling does more than restate the
(hereinafter referred to as “rulings”) that modified because it corrects a publishedubstance of a prior ruling, a combination
have an effect on previous rulings use thgosition. (Compare wittamplifiedand of terms is used. For examplaodified
following defined terms to describe theclarified, above). and supersededlescribes a situation
effect: Obsoleteddescribes a previously pub-where the substance of a previously pub-
Amplified describes a situation wherelished ruling that is not considered detertished ruling is being changed in part and
no change is being made in a prior pubminative with respect to future transacis continued without change in part and it
lished position, but the prior position istions. This term is most commonly useds desired to restate the valid portion of
being extended to apply to a variation oin a ruling that lists previously publishedthe previously published ruling in a new
the fact situation set forth therein. Thustulings that are obsoleted because afiling that is self contained. In this case
if an earlier ruling held that a principlechanges in law or regulations. A rulingthe previously published ruling is first
applied to A, and the new ruling holdsmay also be obsoleted because the sutmodified and then, as modified, is super-
that the same principle also applies to Bstance has been included in regulatiorseded.
the earlier ruling is amplified. (Comparesubsequently adopted. Supplementeds used in situations in
with modified below). Revokedlescribes situations where thavhich a list, such as a list of the names of
Clarified is used in those instancegosition in the previously published rul-countries, is published in a ruling and
where the language in a prior ruling isng is not correct and the correct positiothat list is expanded by adding further
being made clear because the languagebeing stated in the new ruling. names in subsequent rulings. After the
has caused, or may cause, some confu-Supersededescribes a situation whereoriginal ruling has been supplemented
sion. It is not used where a position in éhe new ruling does nothing more tharmseveral times, a new ruling may be pub-
prior ruling is being changed. restate the substance and situation oflshed that includes the list in the original
Distinguisheddescribes a situation previously published ruling (or rulings).ruling and the additions, and supersedes
where a ruling mentions a previouslyThus, the term is used to republish undel prior rulings in the series.
published ruling and points out an esserthe 1986 Code and regulations the same Suspendeds used in rare situations to
tial difference between them. position published under the 1939 Codshow that the previous published rulings
Modified is used where the substancand regulations. The term is also usedill not be applied pending some future
of a previously published position iswhen it is desired to republish in a singlaction such as the issuance of new or
being changed. Thus, if a prior rulingruling a series of situations, names, etcamended regulations, the outcome of
held that a principle applied to A but nothat were previously published over a pecases in litigation, or the outcome of a
to B, and the new ruling holds that it apfiod of time in separate rulings. If theService study.

H H E.O—Executive Order. PHC—Personal Holding Company.
Ab b revi atl ons ER—Employer. PO—Possession of the U.S.
The following abbreviations in current use and for-ER|SA—Employee Retirement Income Security Act.PR—Partner.
réwue”rgi::.sed will appear in material published in theEX—Executor. PRS—Partnership.

B F—Fiduciary. PTE—Prohibited Transaction Exemption.
A—Inleldufe\I. FC—Foreign Country. Pub. L—Public Law.
Acq.—Ac.qwescence. FICA—Federal Insurance Contribution Act. REIT—Real Estate Investment Trust.
B—Inleldu.a.I. FISC—Foreign International Sales Company. Rev. Proc—Revenue Procedure.
BE—Beneficiary. FPH—Foreign Personal Holding Company. Rev. Ruk—Revenue Ruling.
:ﬁ;‘i‘;ﬁérd of Tax Appeals. F.R—Federal Register. S—Subsidiary.

C —individual. FUTA—Federal Unemployment Tax Act. S.P.R—Statements of Procedral Rules.
C.B—Cumulative Bulletin. FX—Foreign Corporation. Stat—Statutes at Large.

CFR—Code of Federal Regulations. G.C.M—Chief Counsel's Memorandum. T—Target Corporation.

Cl—City. GE—Grantee. T.C—Tax Court.

COOP—Cooperative. GP—General Partner. T.D—Treasury Decision.

Ct.D—Court Decision. GR—Grantor. TFE—Transferee.

CY—County. IC—Insurance Company. TFR—Transferor.

D—Decedent. |.R.B—Internal Revenue Bulletin. T.I.R—Technical Information Release.
DC—Dummy Corporation. LE—Lessee. TP—Taxpayer.

DE—Donee. LP—Limited Partner. TR—Trust.

Del. Order—Delegation Order. LR—Lessor. TT—Trustee.

DISG—Domestic International Sales Corporation. M—Minor. U.S.C—United States Code.
DR—Donor. Nonacg—Nonacquiescence. X—Corporation.

E—Estate. O—Organization. Y—Corporation.

EE—Employee. P—Parent Corporation. Z—Corporation.
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